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February, 2002
To Our Policyholders/Contract Owners:

We are pleased to provide you with the 2001 Annual Report for the variable life insurance and variable annuity products.*
This report includes performance histories, present investments, and financial reports as of December 31, 2001, as well as the
outlook and strategy of each fund. It is intended to help you make an informed decision regarding the investment of the
contract value of your variable product. ‘

New England Financial and its affiliates offer many variable life and variable annuity products to help you meet your financial
objectives. We are committed to meeting your expectations by providing quality products with strong performance potential
and excellent personal service. As an added service, New England Financial now offers electronic access to your policy’s
documents as an alternative to receiving them in the mail. If you're interested in going “paperless”, see the front cover of this
report for enrollment instructions.

Please feel free to contact your Registered Representative with any questions you may have regarding your financial
objectives. Thank you for choosing a New England Financial Variable product.

Sincerely,

/5 e

Mary Ann Brown
President, New England Financial Products & Services

* Variable products are offered through New England Securities Corporation.

New England Financial is the service mark for New England Life Insurance Company, Boston, MA and related companies.




ECONOMIC AND CAPITAL MARKET REVIEW: 2001 >

ECONOMY ™

The year opened with the U.S. economy already slowing
and in danger of slipping into a recession for the first time
in over ten years. In early January 2001, the Federal Re-
serve initiated the first of what would be a series of inter-
est rate cuts throughout the year in an effort to lift che
slumping economy. While capital spending within the
corporate sector sank dramatically during 2000, the con-
sumer sector had remained relatively buoyant and kept
the economy afloat even into the first quarter of 2001.
However, adverse factors continued te mount during the
“first half of 2001 to test the resolve of the consumer: the
equity market’s decline continued to erode the perceived
wealth of millions of Americans, rising unemployment
and massive layoffs raised concerns about their financial
security, and the shrinking federal budget surplus fore-
shadowed tough decisions regarding tax and budget cuts.
With the economy already teetering on the brink, the
horrific terrorist attacks of September 11th most likely
pushed it over the edge and into a recession. While the
travel, insurance, and financial sectors were obviously
impacted, all industries sensitive to the fluctuations in the
economy were eventually affected as well.

Prior to the release of the preliminary fourth quarter
Gross Domestic Product number in late January, econo-
mists and other “experts” were predicting that the
economy would shrink 1.4% during the fourth quarter.
Unexpectedly, due to a jump in government spending
and a surprisingly strong consumer sector, the economy
actually grew at a modest, but still positive real annualized
rate of +0.2%. However, before we claim victory over re-
cession, we should note the economy actually shrank on a
“current dollar” basis, but because of a drop in the price
deflator, the GDP was slightly positive on a, “constant
dollar” basis in which it is normally reported. In any case,
the economy remains weak. For the entire year, the U.S.
cconomy grew at real rate of only 0.1%. Other key eco-
nomic statistics that show the extent of the deterioration

STOCK AND BOND MARKET RETURNS‘

AS MEASURED 8Y THE FOLLOWING INDEXES™ ENDING DECEMBER 31, 2001

of the economy over the year include: the 5.8% drop in
Industrial Production, a decline of Capacity Utilization
from 80% to 74%, the-rise of the Unemployment Rate
from 4.0% to 5.8%, the loss of nearly 2 million jobs, and
the sharp drop in Consumer Confidence Index from
128.6 to 93.7. The virtual non-existence of inflation is
also evidence of a very weak economy.

FIXED INCOME MARKET

In an environment of mostly declining interest rates, the
broad bond market produced positive returns during
2001 as measured by the +8.4% return of the Lehman
Brothers Aggregate. Bond Index. The Federal Reserve
Board initiated eleven rate cuts throughout the year that
moved the Fed Funds Target Rate from 6.50% to a forty
year low of 1.75%. These actions pushed short-term
interest rates sharply lower as seen by the change in the
Three Month Treasury Bill yield from 5.9% to 1.7%.
However, at longer maturities, yields actually rose slight-
ly, as seen by the rise in the yield of the Ten Year Treas-
ury from 4.9% to 5.0%.

In a reversal from 2000, the investment grade credit sec-
tors of Industrial and Yankee bonds produced superior
total returns compared to the higher credit rated
Government sectors of Treasuries and Agencies. However,
investors did not embrace higher risk entirely, as the High
Yield and Emerging Market sectors trailed all other sec-
tors. Consistent with the uneven shift of the yield curve,
bonds with short or intermediate marurities did better
than bonds with longer marturities. Despite the weaker
economy, the yield spreads between Treasury and invest-
ment grade corporate bonds were actually narrower at the
end of the year than they were at the beginning. Many
analysts believe thar the worst is behind us and expect a
recovery by the middle of 2002. Even though the spread
berween the High Yield sector and Treasuries narrowed, it
still remains much wider than it was at the end of 1998.
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U.S. STOCKS U.S. MID CAP STOCKS U.S. SMALL INTERNATIONAL U.S. BONDS
Standard & Poor's 500 Standard & Poor's CAP STOCKS STOCKS Lehman Brothers
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(S&P 500) Index (S&P 400) Index Index
1 YEAR 3 YEARS [ 5 YEARS 777110 YEARS
Annualized Total Return Annualized Total Return B Annualized Total Return %<, Annualized Total Return
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EéONOMIC AND CAPITAL MARKET REVIEW: 2001 — (continued)

DOMESTIC EQUITIES

Common stocks fell again in 2001. This was the first
time since 1974 thar equities have declined in two calen-
dar years in a row. Declining corporate profits, prospects
for a weaker economy, stock valuations perceived by
many as still being too high, and of course the September
11¢h terrorist attacks were seen as the primary factors for
the market decline. While the Standard & Poor’s 500
Index finished the year with a —11.9% return, it was a
seesaw year as stock investors vacillated between pessi-
mism and optimism. The market declined 11.9% in the
first quarter, rose 5.9% in the second, declined 14.7% in
the third quarter, and finished the year with 10.7% tise in
the final quarter of the year. .

Small Cap stocks (Russell 2000 Small Cap Index: +2.5%)

did much better than Large Cap Stocks (Russell 11000
Index: —12.5%). Stocks of the largest companies (Russell
Top 200: Index: —14.6) did even worse. Value style
stocks, although stll negative, did better than Growth
style stocks for the second year in a row. Investors also
shifted their focus between growth and value styles
throughout the year. Real Estate Investment Trusts and
Consumer Cyclicals were the best performing sectors dur-
ing the year, while Utdlides and Technology were the
weakest.

A-2

INTERNATIONAL EQUITIES

Foreign equities were also down for the year as econamic
growth and corporate profits stagnated outside the U.S.
as well. Developed countries, as measured by the MSCI
EAFE index, produced a -21.4% rtotal rerurn for the
dollar-based investor for the year. Some of this decline
can be attributed to the dollar’s strength relative to most
other currencies. Japan and Continental Europe were
both down more-than 20%, while the United Kingdom
was down only 14%. As in the U.S., value stocks held up
better than growth stocks within the foreign markets.

- Emerging market countries, led by strong positive growth

in Asia, produced a modest positive return of 1.8%.

.

ECONOMIC OUTLOOK

Equiry investors are hoping to build on._a strong fourth
quarter, but much will depend on the duration of the re-
cession and the strength of any recovery. Weakness in the
equity markets in early 2002 indicates that it will not be
an easy or certain road. While the —4.9% change in the
Lagging Economic Indicators Index over the course of
the, year confirms the weak economy in 2001, the +2.4%
change in the Leading Economic Indicators Index over
the same period may bode well for 2002. Most econo-
mists, are predicting the economy will come out of the
recession by the middle of 2002 and settle into a modest
rate of growth by the year’s end.

Prepared by MetLife Advisers, LLC




New England Zenith Fund

'STATE STREET RESEARCH MONEY MARKET SERIES -

. MANAGEMENT’S DISCUSSION AND ANALYSIS

INVESTMENT
‘ OBJECTWE
"~ To Achieve the

highest possible

-level of current
income
‘consistent with
the preservation
_of capital.

" INCEPTION

‘DATE 8/26/83

ASSET CLASS
Money Market

NET ASSETS
$293 Miltion

PORTFOLIC
MANAGER

Kevin Lema

PERFORMANCE AT-A GLANCE

Money Market Series Class A shares returned 4.0%. The toral
non-annualized return of the Class B shares from their May 1,
2001 inception-date through December 31, 2001 was 2.0%. The
average return of the Portfolio’s peer group, the Lipper Variable
Insurance Products Money Market Funds® category, was 3.8%
for the year. The Series” performance can be attributed primarily
to declining short-term interest rates, which brought yields down
on money market instraments throughout the  year.

PORTFOLIO ACTIVITY

State Street Research & Management Company assumed portfo-,

lio management responsibility for this Series on July 1, 2001
Prior to that date, Back Bay Advisors, L.P. served as the Series’
Subadviser. The Series’ return dropped from one year ago in re-
sponse to the Federal Reserve Board’s cutting short-term interest
rates throughout the year. Weak business spending, a slowdown
in consumer spending, a declining stock market, and a fall-off in

manufacturing led the Federal Reserve Board to cut short-term

interest rates 11 times, beginning in January. The Fed Funds

Rate, which member banks pay to borrow from the central bank,

declined from 6.50% to 1.75%, its lowest point in 40 years. Al-
though these actions brought yields on money market funds
down, they came down more slowly than yields on individual
money, market instruments, and investors took advantage of the

lag. In 2001, taxable institutional money market fund assets rose ’

above $1 tnlhon for thc ﬁrst tlme ‘

stable share price of $100.00.

'PORTFOLIO OUTLOOK!!
For the year ended December 31, 2001, the Statc Street Research |

The potential for. further interest rate cuts to revive US.
economic growth and continuing concerns about the quahty of
corporate debt instruments could keep money market yields low
and demand high in the year ahead. The Series contiriues to in-
vest only in high quality first-tier money marker instruments is- -
sued by corporations and domestic banks, as well as by Canadian
banks and provinces. The Series will continue to seck the highest
possible current income consistent with preservation of capital
and maintenance of liquidity.

The State Street Research Money, Market Senes is nelther Jinsured nor guaranteed by the U.S. Govemment. The Series seeks but cannot assure a

Performance numbers are net of all Series expenses but do not |nclude any insurance, sales, or administrative charges of variable annuity or life
insurance contracts. If these charges were included, the retums would be lower.
This information represents past performance and is not indicative of future results. Investment retum and principal value may fluctuate so that shares,

upon redemption, may be worth more or less that the original cost.

See footnotes to Portfolio Manager Commentary.

NEZF-1



New England Zenith Fund

State Street Research Money Market Series

Investments as of December 31, 2001

Investments—99.8% of Total Net ssets |

Face
Amount

$ 4,000,000

6,550,000
6,000,000

5,000,000
2,185,000
5,000,000
5,000,000
4,000,000
4,754,000
7,221,000
10,000,000
5,000,000

2,875,000

6,000,000
6,000,000
6,000,000
2,000,000

46,000,000

5,000,000
5,500,000

600,000
4,000,000

10,000,000

" Issue

Interest

Rate

Certificate of Deposit~1.3%
Merill Lynch & Co.,inc. {b) .. 2.88%

Total Certificate of Deposit
(Cost $4,000,511]

Commercial Paper—98.5%

Aerospace & Defense—4.3%

Unifed Technologies Corp. .. 2.95%
Unifed Technologies Corp. .. 2.90%
Asset Backed—17.4%
Windmill Funding Corp. ... 2.00%
Delaware Funding Corp. .. 1.84%
Windmill Funding Corp. ... 1.95%
CXC Inc. ..o 2.32%
CXC,lnc. . ool 2.28%
Kittyhawk Funding Corp. .. 1.90%
Delaware Funding Corp. .. 2.32%
Edison Asset Securily ... .. 1.85%
Preferred Receivables

Funding Corp. ........ 1.80%
Kittyhawk Funding Corp. .. 1.83%
Banks—6.8%
Wells Fargo& Co. ... ... 2.10%
Royal Bank of Canada ... 3.76%
Wells Fargo& Co. ... ... 1.82%
Wells Fargo & Co. ... .. 2.05%

Communication Services—2.0%
SBC Communications, Inc. ... 2.00%

Cosmetics & Toiletries—3.6%
Proctor & Gamble Co. 1.77%
Proctor & Gamble Co. 2.01%

Drugs & Health Care—1.6%

Merck & Co., Inc. ....... 1.80%
Merck & Co., Inc. ... ... 2.00%
Federal Agencies—6.8%
Federal Home Loan

Morigage ........... 1.80%

Maturity
Date

1/11/2002  $ 4,000,511

1/18/2002
1/18/2002

1/2/2002
1/7/2002
1/8/2002
1/11/2002
1/17/2002
1/17/2002
1/22/2002
2/8/2002

2/28/2002
3/8/2002

1/28/2002
3/4/2002
3/26/2002
4/5/2002

3/1/2002

2/26/2002
3/14/2002

3/28/2002
4/29/2002

3/15/2002

Interest

Issue Rate

Federal Agencies~(Continued)

Federal National Morigage .
Association

Finance & Banking—16.6%

American Express Credit

Corp. ...... KRR 1.70%
General Electric Capital

Corp. .......ic..... 2.30%
Sheffield Receivables Corp. .. 1.95%
Sheffield Receivables Corp. .. 2.08%
J.P. Morgan Chose & Co. .. 1.86%
Toronto Dominion Holdings .. 1.94%
1P. Morgan Chase & Co. .. 1.77%
General Electric Capital

Carp. o L. 1.85%

" Financial Services—14.3%

Valve - Face
(Note 1A) Amount
$10,000,000
4,000,511
888,000
6,540,876 4,000,000
5,991,783
12,532,659 7,000,000
B 6,000,000
8,000,000
4,999,722 10,000,000
2,184,330 4,000,000
4998 104 9,000,000
4996778
3,995,947
4,749,985
7,211,228 L
9,980,472 11,000,000
2,000,000
4,985,500 ) ‘
2,865,317 5,000,000
50,967,383 8,000,000
3,000,000
5,990,550 2,000,000
5,961,147 ,
5,974,520 2,000,000
1,989,294 5000000
19,915,511 4,000,000
5,980,333
8,000,000
4,986,233 4,000,000
5,477,890
10,464,123
5,000,000
597,420
3,973,778 8,000,000
4,571,198
12,000,000
6,000,000
9,963,500 2,000,000

Verizon Network Fund .. ... 2.34%
Caterpillar Financial Services -

NV 2.34%
Household Finance Corp. .. 2.35%
Caterpillar Financial Services

NV, oo 2.24%
Verizon Network Fund ... 1.85%
Caterpillar Financial Services

NV, .o 2.20%
Caterpillar Financial Services

NV, o 221%
Household Finance Corp. .. 1.91%
Household Finance Corp. .. 1.77%
Food & Beverages—4.1%
CocaColaCo. ......... 2.24%
CocaColaCo. ......... 1.72%
Government—1.7%
Province of Quebec ... ... 2.06%
Insurance~2.7%
American General Corp. .. 2.12%
Investment Brokerage—8.9%
Morgan Stanley Dean Witter

&Co. ...l 2.35%

Goldman Sachs Group, LP. .. 3:35%
Goldman Sachs Group, LP. .. 2.50%

See accompanying notes to financial statements.
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Maturity
Date

Value
{Note 1A)

6/13/2002 $ 9,918,500

1/2/2002

1/3/2002
1/4/2002

" 1/22/2002

2/8/2002
2/14/2002
3/15/2002

5/17/2002

1/7/2002

1/14/2002
1/24/2002

2/5/2002
2/5/2002

2/12/2002
2/13/2002

3/8/2002
4/16/2002

2/1/2002
2/25/2002

3/28/2002

1/25/2002

1/11/2002
1/15/2002
1/25/2002

19,882,000

887,958

3,999,489
6,998,863
5,992,720
7,984,293
9,976,289
3,985,643

8,937,100

48,762,355

10,995,710

1,998,310
4,992,493

7,982,578
2,994,604

1,994,867
1,994,720

4,982,492
3,979,350

41,915,124

7,984,569

3,989,489
11,974,058

4,975,395

7,988,693

11,992,167
5,992,183
1,996,667




New England Zenith Fund

State Street Reseurch Meney Mgrket Serles

investments as of December 3% 2001

Face Interest Maturity Value Face Interest Maturity Value
Amount lssue Rate Date {Note 1A) Amount lIssue Rate Date {Note 1A)
investment Brokeroge—(Continued) Publishing—(Continued) .
$6,000,000 Goldman Sachs Group, LP. .. 1.72% A3/15/2002 $ 5,979,073 34 000 000 McGrawHill, Inc. .. .. .. .. 1.81% 5/29/2002 $ 3,970,236
25,960,090 - 13,944,131
Total Commercial Paper
Leisure—2.9%
t 1700 ... ... ... 288,323,17
6,000,000 Park Avenue Recreation [Co‘s $288,323, 70 -—u
Comp. v 2.32% 1/16/2002 5,994,200 Total Investments—99.8% .
2,500,000 Park Avenue Recreation {Cost $292,323,681f (af ....... 292,323,681
o T 2.10% 1/29/2002 2,495,917 Other assets less liobilities—0.2% . .. 464,106
. 8,490,117 Total Net Assets—100.0% ..... $292,787,787
 Publishing—4.8% ’ ' ) (a) The aggr ofe cost for federal income fox purposess was $292,323,681
6,000,000 McGroveHill Inc. ... . 207% 1/29/2002 . 5990340 1 yeopm ek o e v ool
41000.000 185% 3/22/2002  3.983.555 (?3) »anabeRaeSecumy. ate disclosed was as of December 37,200.1.

McGrowHill, Inc. .........

See dccompanying notes o financial ‘statements.
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New England Zenith Fund

State Street Research Money Market Series

Statement of Assets & Liabilities Statement of Operations

December 31, 2001 : S Year Ended December 31, 2001
Assets ) ' o o Investment Income
investments atvalue ............. $292,323,681 Interest . ... ... e $10,902,737
;:eas:iv. E].e. fo ................... 86,309 Expenses
ceva " . Managementfees . ................ $907,448
Fund s:afes . 01,9407 9? Service and distribution fees—Class B . .. 7,183
Accrued inferest . ... 26'33 Trustees fees and expenses . .......... 22,732
Other ossefs ..o 2792 Custodian ..o 74,637
Total Assets . .............. 294,379,829 Audit and fax services .............. 18,429
Liabilities legal ... 9,782
Payable for: Prining . ... 40,060
Fund shares redeemed . . . .. L $1.364119 INSUFANCE . ... 4,592
Accrued expenses: ‘ ) Miscelloneous . ................ ... 4,058
Management fees . ............ 86,376 1 9
-Service and distribution fees .. ... - 2,689 Tolal expenses ... ——'98—8'—2—]
Deferred trustees fees .. .. ... ... 131,359 Net Investment Income . ... ... .. .. 9,813,816
Other expenses .............. 7,499 ) Net Increase (Decrease) in Net Assets :
Tota! Liobilities .. ... ...... v : 1,592,042 From Operations . .......... L $ 9813816
NetAssels ... ................ $292,787,787 '
Net assets consist of:
Capital paidin ............... $292.787,787
NetAssets .................... $292,787,787

Computation of offering price:

Class A

Net asset value and redemption price per
share ($277,381,113 divided by
2,773,811 shares of beneficial

interest) ... .o $ 100.00
Class B
Net asset value and redemption price per

share ($15,406,674 divided by

154,067 shares of beneficial inferest) . . $ 100.00
Costof investments . ............... $292,323,68)

See accompanying notes fo financial statements.

NEZF-4
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New England Zenith Fund

State Street Research Money Market Series

 Net Assets

Year Ended Year Ended
December 31, December 31,
2001 2000
From Operations _ ’ ’ o
N IVESIMENT INCOME . L . o o e et e et e e e e e e $ 9,813,816  $ 13,349,766
Increase (decrease) in net assels from operations .. ................ P e L+ 9,813,816 13,349,766
From Distributions to Shareholders
Net investment income
ClassA ... .. PR O 9,752,955 (13,349,764)
ClassB. ... .. ST AT SRR I T (60,861) 0
Total distributions .. ..... ... ... . ... . ... ... e {9,813,81¢) (13,349,768
Increase (decrease) in net assets from capital share fransactions .. .............. ... ... ...... 50,442,021 (65,366,690)
Total increase (decrease) innetassets ... ... ........ e e 50,442,021 (65,366,690
Net Assels _ ‘
Beginning of theyear .. ... ..... ... ... P . 242345766 307,712,456
Endoftheyear ... ... ... ... S PR e e N . $292,787787  $242,345,766

Gther Information:

Capital Shares _ ;
At December 31, 2001 there was an unlimited number of shares of beneficial interest authorized, divided into. two classes, Class A and Class B. Irdnsccfions
in capital shares were as follows: '

Year Ended Year Ended

December 31, 2001 December 31, 2000
Shares $ Shares $
Class A~
Sales . ........ P OO 4,709,036 $470,903,584 5,340,452 $ 534,045,909
Retnvestmants . . .. . .. e 97,530 9,752,955 133,900 13,389,986
Redemphions . ... . e (4,456,212) (445,621,192} (6,128,019)  (612,802,585)
Net increase [decrease] .. ....... .. R 350,354 § 35035347  [653,667) $ (65,366,690)
Class
Sales L 192,437 § 19,243,686 o 4 0
Reinvestments . . .. 609 60,861 0 0
Redemplions . ... ... . i [38,979) (3,897,873) 0 0
Net increase [decrease) .. ..... ... oot 154,067 $ 15,406,674 0 4 0
Increase {decrease] derived from capital share fransactions .. ... ... . ... .. 504,421 § 50,442,021 (653,667) § (65,366,690}

See-accompanying nofes fo. financial statements.
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New England Zenith Fund

State Street Research Money Market Series

Financial Highlights

Class A Class B
Muy'h'l, 20g|(a)
rou
Year Ended December 31, Dec.embegr 31,
2001 2000 1999 1998 1997 001

Net Asset Value, Beginning of Period . .. .. ... ... ... . .. $ 10000 $ 10000 .$ 10000 § 10000 $ 100.00 $100.00
Income From Investment Operations

Net investment income . ... i 3.88 6.05 4.85 513 5.08 1.95

Total from investment operations . .. ...................... 3.88 6.05 4.85 513 5.08 1.95
Less Distributions ‘

Distributions from net investment income . .................. (3.88} {6.05) (4.85) [5.13) (5.08) ©1.95

Total distributions . .......... ... ... (3.88} (6.05) {4.85) {5.13) (5.08) (1.95)
Net Asset Value, Endof Period ..................... .. $ 10000 $ 100.00 $ 10000 § 10000 $ 100.00 $100.00
TotalReturn (%) ... ... ........ .. ... .. ... ... ..... 4.0 6.2 5.0 53 53 2.0 (b}
Ratio of Operating Expenses to Average Net Assets {%) ... ....... 0.42 0.4 0.40 0.45 0.45 0.67 |c)
Ratio of Net Investment Income fo Average Net Assets (%) ........ 3.80 6.04 4.89 515 521 1.65 (d)
Net Assets, End of Period {000) ... ........... ... .. ... ... $277,381  $242,346 $307,712  $203,597 $111,009 $15,407
The Ratios of operating expenses to average net asses without giving

effect to the valuntary expense agreement would have been (%) .. - - - - 0.50 -

() Commencement of operations.
{b]  Periods less than one year are not computed on an annualized basis.
{c} Computed on an annualized basis.

See accompanying notes fo financial statements.
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New England Zenith Fund
SALOMON BROTHERS STRATEGIC BOND.OPPORTUNITIES SERIES

MANAGEMENT’S DISCUSSION AND ANALYSIS

INVESTMENT
- OBJECTIVE

" To achieve a
high level of
total return
consistent with
preservation of
capital.

INCEPTION
DATE

| ASSET CLASS
Bonds

NET ASSETS
$112 Million

' PORTFOLIO
MANAGERS

Rogér Lavan
Peter Wilby
David Scott

10/31/84

PERFORMANCE AT-A-GLANCE

For year ended December 31, 2001, the Salomon Brothers Strategic
Bond Opportunities Series Class A shares returned 6.8% compared
to the Lehman Brothers Aggregate Bond Index! return of 8.4% and
the Lipper. Variable Insurance -Company Product General Bond
Fund’ average return ‘of 5:8%. While the Series trailed the index
because of its exposure to the weak performing sectors of high yield,
emerging market debt and foreign government bonds (which are
not part of the index), it bettered its Lipper peers because it was
more defensively positioned in those very same categories than other
funds in.its Lipper category.

PORTFOLIO ACTIVITY ,
The performance of the U.S. investment-grade fixed income
market over the past year has beén quite healthy. For most of the
year, bond prices rose as investors moved assets into fixed income

from the troubled equity market. Generally speaking, prices on

long-term U.S. Treasury securities were relatively unchanged for °

the entire year. In contrast, .the fargest moves occurred at’'the

front end of the yield curve. Short-term Treasuries, that area of .
.the market that is most sensitive to Federal Reserve Board policy,
: outperformcd throughout the year as a result of the Fed’s ag-

gl‘CSSIVC actlvxty

The U.S. high yield market seruggled early in the period due t0

negative earnings projections and weak economic data. However, .

in July and August 2001, the U.S. high yield marker rallied,
spurred by corporate takeover speculation, as well as by debt
buybacks by distressed telecommunications companies. The
tragic events of September 11th dramatically reversed this rally.
Heightened volatility adversely- impacted-the valuarions of bonds
in industries with more cyclical exposure, or with exposure to the
tourism and airline sectors: In spite of continued econamic
weakness and the ‘uncertainty surrounding the events of Sep-
tember 11th, the U.S. high yiéld market rebounded again in

October 2001. This market rally resulted from strong gains in _

U.S. Treasuries, an increase in.buying activity as bargain hunters

searched for oversold securities, and an increase in mutual fund -

inflows. We believe valuations for U.S. high-yield securities still
appear attractive. However, we remain cautious, as we believe
that the longer-term positive effects of Fed interest-rate cuts will
be offset by several short term factors: ‘heightened concerns about
defaults, disappointing corporate profitability, intensified con-
cerns over the U.S. and global economies, reduced secondary-
marker liquidity, and continued equity market volatility.

.

PORTFOLIO COMPOSITION

- Top Ho!dmgs as of December 31, 2001

% of Total
Security Net Assets
Federal National Mortgage Association” ......... 14.7%
United States TreasuryNotes ................. 9.5%
United States Treasury Bonds ................. 7.1%
United Mexican States ....................... 3.7%
Russian Federation ......................... 3.7%
Federal Republicof Brazil .................... 3.6%
PNC Mortgage SecuritiesCorp.  ............... 2.2%
Commercial Mortgage Asset Trust ............. 1.7%
Green Tree Financial Corp. ......ovviiiirnnn. 14%
Republicof Venezuela .............. .00t 1.3%

NEZF-7

Internationally, the Vemerging.markets generally performe;i poorly

amid volatility in the financial markets and Argentina’s con-

tinued fiscal and political turmoil. We believe credit risk remains

uncertain for most emerging market countries, as worldwide po-
litical turmoil unfolds.

During the year, we maintained a defensive asset allocation for
the Series, with roughly 50% of asscts in U.S. investment grade
bonds, 20% or less in high yield, 20% or less in emergmg mar-
kets and 10% or less in cash

PORTFOLIO OUTLOOK” ’ .

Looking forward, we continue to pursue a more conservative in-
vestment strategy. We believe that the Series should have some
exposure to a diversified portfolio of emerging-marker debt
securities. That said, we have reduced our.exposure to both credit
risk and market risk over the past few months. We plan ro in-
crease our allocation to high -yield bonds and emerging debt as

the economy recavers, which we anticipate will happen in mid
2002

A $10,000 INVESTMENT COMPARED TO THE LEHMAN
BROTHERS AGGREGATE BOND INDEX

==Salomon Brothers Strategic Bond o
17,000 Opportunities Serles. —— = )
== ehman Brothers
15,000 Aggregate Bond
index / —
13,000 AE;‘“"
11,000 | =
- § T
9,000 Lot
TTH0/94 12/95 12/97 12/89 12/01
Lipper
Strategic Lehman ‘é“e'r';?;e’
Average Annual . Bond Aggregate  Bond Funds .
 Returns Opportunities Bond Average
U1 Year 5.8% 84% - 5.8% |
3Years . ) 51 6.3 35
5 Years 5.7 7.4 . 53
Since Inception 8.3 83 —

The total non-annualized return of the Class E shares from
their May 1, 2001 inception date through December 31, 2001

was 3.9%.

Performance numbers are net of all Series expenses but de not
include any insurance, sales, or administrative charges of variable
annuity or life insurance contracts. if these charges were included,

- the retums would be fower.

This information. represents past performance and is not indicative
.. of future results. Investment return and principal value may fluctuate. |
so that shares, upon redemptlon. may be worth more or less than

| _theoriginalcost. ..




New England Zenith Fund

Salomon Brothers Strategic Bond Opportunities Series
Investments as of December 31, 2001 ‘

Bonds & Notes—92.1% of Total Net Assets —

Face Value Foce Value
Amount (Nofe 1A) Amount (Note 1A}
Advertising—0.1% ‘ Broadcasting—(Continued)
$ 125,000 Lamar Media Corp. 9.625%, 12/01/06 ... $ 130781 ¢ 350000 Vigcom, In. 6962(5 oy 05/]5/)” ....... s 355,809
125,000 Young Broadcasting, Inc. (144A)
Aerospace & Defense—0.7% 8.500%, 12/15/08 ...\ o\vooe... 125,625
125,000 Sequa Corp. 9.000%, 08/01/09 ... ...... 118,125 —=
250,000 Stellex Technologies, Inc. 874,159
9.500%, 11/01/07 ()« ..o 7,500
594,644 U.S. Airways 2000:3G 250,000 Jﬂusldil?sd &r@nls"wﬁon-o-‘%
7.890%, 03/01/19 .. ............... 3,54 000 Jorcan Industries, Inc.
8 0%, 03/01/ 03340 0/11.750%, 04/01/09(c) .......... 33,750
‘ 729,165 75,000 Motors & Gears, Inc. :
- 10.750%, 11/15/06 ... ............ 65,250

Apparel & Textiles—0.2%

250,000 Collins & Aikman Floorcovering Corp. _ 99000
10.000%, 01/15/07 .. .............. 251,650 . .
’ " Business Services—1.0%
125,000 Polymer Group, Inc. 9.000%, 07/01/07 .. .. 36,250 650,000 Cendant Corp. 7.750%, 12/01/03 ... ... 660,641
287,900 - 250,000 Iron Mountain, Inc. 8.625%, 04/01/13 . .. 260,000
125,000 Mail Well | Corp. 8.750%, 12/15/08 .. .. 97,500
Asset Backed—1,0% 125,000 R.H. Donnelley, Inc. 9.125%, 06/01/08 ... 129,531
246,925 Airplane Pass Through Trust 250,000 SafetyKleen Services, Inc.
10.875%,03/15/19 . ... oL 99,506 9.250%, 06/01/081f) .............. 25
1,000,000 Bayview Financial Acquisition Trust {144A) W
3.180%,08/25/36(d} .............. 990,000 -
1,089,506 Chemicals~0.8%
200,000 Acetex Corp. {144A)
Auto Parts-0.8% 10.875%, 08/01/09 ............... 200,000
275,000 Collins & Aikman Products Co. 140,000 Borden Chemicals & Plastics, L.P.
10.750%, 12/31/10 ... 275,688 9.500%, 05/01/05 ) ............. . 19,600
100,000 Dura Operating Corp. 225,000 ISP Chemeo, Inc. {144A) ;
9.000%, 05/01/09 .. ............... 94,000 10.250%, 07/01 /10 ... ... . ...... 235,125
500,000 Goodyeur Tire & Rubber Co. 150,000 Millennium America, Inc.
8.125%,03/15/03 ................. 509,333 9.250%, 06/15/08 . ............... 153,000
879,02] 250,000 OM GFOUP, Inc. “ AAA)
i 9.250%, 12/15/11 ........... ..., 255,000
Automobiles=0.1% 862,725
250,000 Breed Technologies, Inc. —
9.250%, 04/15/08 () ............... 25 Coal-0.2%
85,000 Foamex, L.P. 9.875%, 06/15/07 ......... 64,175 200,000 P&L Cool Holdings Corp.
250,000 Key Plastics, inc. * 9.625%,05/15/08 .. ... .. ..., 215,500
10.250%, 03/15/07 (f . ..o\ o\v ... 1,850 ‘
—_— Collateralized Mortgage Obligations—7.8%
66,050 1,800,000 Commercial Morigage Asset Trust
7.350%, 08/17/13 . .... .. e 1,869,334
Broadcasting-0.8% 900,000 ContiMortgdge Home Equity toan (144A)
220,000 Charter Communications Holdings \ 7.000%, 12/25/29(d) ............. 784,450
0/9.920%, 04/01/11 (¢} ............ 158,400 751,907 Counlrywide Mortgage Backed Securities, Inc.
100,000 Nextmedia Operating, Inc. {144A) 0205096 Du7é:750%' 0.6{%5/”24 PSR 778,896
o ,205, ommercial Morigage Corp.
535,000 Un:tgaﬁﬁf?er/f’r;o(t)izﬁc(x)llkﬂlliik oe. 109250 0.69% 05/10/29 8 ... 316574
’ " gs, Inc. 8,575,146 DU Commercial Mortgage Corp.
0/10.750%, 02/15/15(d) ........... 131,075 08300 AR 373617

See accompanying noles fo financial statements.
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New England Zenith Fund

Salomon Brothers Strategic Bond Opportunities Series

Investments as of December 31, 2001

Bonds & Notes—(Continued)

Face
Amount

$24,600,000
1,250,000
336,119
454122
425,973
727,791

621,577

145,000
325,000
200,000

25,000
225,000
225,000

50,000
50,000

175,000
75,000

150,000
235,000
500,000
250,000
- 50,000
125,000

575,000

Value
(Note 1A)

Collateralized Mortgage Obligations~ (Continued)
DU Commercial Mortgage Corp.(144A) '

1.364%, 11/15/04(d)-......... ... § 865684
LB Commercial Conduit Mortgage Trust

6.780%, 06/15/31 .. ... e . 1,308,741
PNC Mortgage Securities Corp. o

6.750%,05/25/28 ... ........ S 321,703
PNC Morlgage Securities Corp.

6.840%,05/25/28(d) ............. 439,690
PNC Mortgage Securities Corp.

6730%,07/25/28 .. .............. 407,358
PNC Mortgage Securities Corp.

6770%,03/25/29(d) .......... ... 716,110
PNC Mortgage Securities Corp. :

6.910%, 04/25/29(d) ............. 564,510

8,746,667
Communication Services—1.3%
American Cellvlar Corp. 9.500%, 10/15/09 - 140,650
American Tower Corp. 9.375%, 02/01/09 .. 261,625
CSC Holdings, Inc. 10.500%, 05/15/16 .. 218,000
Crown Castle International Corp.

9.375%,08/01/11 ................ 22,938
Crown Castle International Corp.

10.750%, 08/01/11 .. ......... Lo 219,937
EchoStar DBS Corp. (1444) ‘

9.125%,01/15/09 .. . ............. 225,562
Lin Television Corp. 8.000%, 01/15/08 ... * " 50,375
Mediacom Broadband, L.L.C.

11.000%, 07/15/13 .. ..., .. S 54,875
Mediacom, LL.C. 9.500%, 01/15/13 . ... 181,563
Radio One, Inc. 8.875%, 07/0v/11 ... . . 77,250

‘ 1,452,775
Communications—1.9%
Adelphia Communications Corp.

10.250%, 11/01/06 .. ............. 151,500
Adelphia Communications Corp. '

10.875%,10/01/10 .. .. ........... 239,994
Avalon Cable, LL.C. '

0/11.125%, 12/01/08 () .......... " 410,000
Century Communications Corp.

Zero Coupon, 01/15/08 ......... ... 121,562
Dobson Communications Corp. _

10.875%,07/01/10 .. ............. 52,500
Leap Wireless International, Inc. (144A}

12.500%, 04/15/10 ... ............ - 95,000
Nextel Communications, Inc. ‘ -

0/9.950%, 02/15/08(c] *........... 396,750

Face

Amount -

$300,000
125,000
225,000
200,000
60,000
56,000

75,000

175,000
75,000

125,000

175,000

50,000
275,000
125,000

50,000

250,000

100,000
116,000

150,000
275,000

250,000

Communications=(Continved).
Nextlink Communications, Inc.
10.750%, 06/01/09
Nextel Communications, Inc. .
9.375%, 11/15/09
Price Communications Wireless Corp.
11.750%, 07/15/07
SBA Communications Corp.
10.250%, 02/01/09
SpectraSite Holdings, Inc.
0/12.000%, 12/01/08 (c]
SpeciraSite Holdings, Inc. )
0/12.875%,03/15/10{c) .............
SpectraSite Holdings, Inc.
10.750%, 03/15/10

Computers & Business Equipment—0.2%
Unisys Corp. 8.125%, 06/01/06
Unisys Corp. 7.875%, 04/01/08

Containers & Glass—0.2%

Radnor Heldings Corp.
10.000%, 12/01/03

Riverwood International Corp. -
10.625%, 08/01/07

Cosmetics & Toiletries—0.4% .
Elizabeth Arden, Inc. 11.750%, 02/01/11 .. ..
Playtex Products, Inc. 9.375%, 06/01/11 ... ..
Revlon Consumer Products Corp. :
8.125%, 02/01/06
Revion Consumer Products Corp.
9.000%, 11/01/06

Domestic Oil-0.9%
Confinental Resources, Inc. -

10.250%, 08/01/08
Forest Oil Corp. 8.000%, 06/15/08
Key Energy Services, Inc. [Series B)

14.000%, 01/15/09
Plains Resources, Inc. 10.250%, 03/15/06 ...
Stone Energy Corp. {1444}

8.250%, 12/15/11
United Refining Co. 10.750%, 06/15/07 . : . ..

See accompanying nofes to financial statements.
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Value
(Note 1A)

98,750
245,250
171,000

22,200
11,500

36,750
2,090,256

174,125
73,125

247,250

90,625

183,750
274,375

51,250
291,500
85,000

34,375
462,125

213,750
100,500

133,980
151,500

275,687
188,750

© 1,064,167




New

England Zenith Fund

Salomon Brothers Strategic Bond Opportunities Series

Investments as of December 31, 2001

Bonds & Notes—(Continued)

Face
Amount

$ 200,000

125,000

125,000
250,000
275,000
250,000

50,000
200,000

40,000
200,000
150,000
200,000
225,000

50,000

100,000
650,000

56,485

' 857
2,676,484
7,296
2,908
525,879
61,793
127,29
236,693
351,343

2,132,167

Value
(Note 1A)

Drugs & Health Care—-1.4% '
AdvancePCS 8.500%, 04/01/08 .. ......... $ 208,000

Beverly Enterprises, Inc. 9.625%, 04/15/09".. 131,250
CONMED Corp. 9.000%, 03/15/08 . .. ..... 127,500
Davita, Inc. 9.250%, 04/¥5/11 ........... 263,125
HCA Healthcare Co. 8.750%, 09/01/10 . ... 297,000
lasis Healthcare Corp. 13.000%, 10/15/09 .. 270,000
Tenet Healthcare Corp. 8.125%, 12/01/08 .. 53,594
Triad Hospitals, Inc. 8.750%, 05/01/09 ... .. 208,500
' 1,558,969
Electric Utilities—0.7%
AES Corp. 9.375%, 09/15/10 ........... 36,200
Azurix Corp. 10.375%, 02/15/07 ... ... 140,000
Azurix Corp, 10.750%, 02/15/10 ........ 105,000
CMS Energy Corp. 9.875%, 10/15/07 ... .. 212,157
Calpine Corp. 8.750%, 07/15/07 ...... ... 203,625
Calpine Corp. 8.500%, 02/15/11 ......... 45,499
742,481
Electrical Equipment—0.1%
Fedders North America, Inc.
9.375%,08/15/07 ... ... ..... 73,250
Electronics—~0.6%
Dominion Fiber Ventures, LL.C. (144A}
7.050%,03/15/05 ................. 668,050
Federal Agencies—14.7%
Federal Home Loan Mortgage Corp.
10.000%, 05/15/20 . ............ ... 60,404
Federal Home loan Mortgage Corp: -
- 1,156.500%, 06/15/2V (e ........... 12,659
Federal National Mortgage Association :
1.000%,01/17/13 ................. 2,848,246
Federal National Mortgage Association '
13.000%, 11/01/15 .. ............. 8,668
Federal National Morigage Association
10.400%, 04/25/19 ... ... ... ... 29,608
Federal National Mortgage Associotion
6.500%,03/01/26 .............. ... 527,520
Federal National Mortgage Association
7.000%, 05/01/26 ... .............. 63,067
Federal National Mortgage Association
7.500%,12/01/29 .. ... ..l 131,393
Federal National Mortgage Association
7.500%, 06/01/30 ....... ... ...... 244,236
Federal National Mortgage Association
7.500%,08/01/30 ... ... ....... 362,540
Federal National Mortgage Association
7.500%, 11/01/30 ... 2,200,120

Face
Amount

§ 813,373
82,308
336,927
4,192,837
9,109,066
6,000,000

2,000,000

650,000
700,000

600,000
650,000
1,485,703

500,000

75,000

700,000

700,000

605,804
875,000
235,243
. 963,926

1,172,801
700,000

Federal Agencies—(Continued)
Federal National Morigage Association
7.500%, 01/01/31 ...
Federal National Mortgage Association
7.500%,.02/01/3V ... 0oL
Federal National Mortgage Association
7.500%,03/01/31 . ...............
Federal National Morigage Association
1.590%, 02/25/35 (d}
Federal National Mortgage Association
0.985%, 06/25/38 |d)
Federal National Mortgage Association
7.000%, 12/01/99 TBA
Federal National Mortgage Association
8.000%, 12/01/99 TBA

Finance & Banking—5.5%
Bank America Corp. 7.400%, 01/15/11 ..
Capital One Financial Corp. ‘
7.250%, 05/01/06 .. ..............
General Electric Capital Corp.
6.125%,02/22/11 ............. L
General Motors Acceptance Corp.
6.875%, 09/15/1 ...
Green Tree Financial Corp.
7.070%, 01/15/29 (d)
Household Finance Corp.
8.000%, 07/15/10 ... ............
Sovereign Bancorp, Inc.
10.500%, 11/15/06 .. ... .... U
Standard Chartered Bank, Inc. (144A}
8.000%, 05/30/31 ................
Washington Mutual Finance Corp.
6.875%,05/15/10 . ........ ...

"

Financial Services—4.1%
Delta Funding NIM Trust {144A)

12.500%, 10/26/30 . ..............
Devon Financing Corp. {144A)

6.875%,09/30/31 .. ... .. e
First Union Residential Securifization Trust

7.000%,08/25/28 ................
GE Capital Mortgage Services, Inc.

6.750% 11/25/28 . ...............
Mid State Trust VI 7.340%, 07/01/35 ...
Qwest Capital Funding, inc. |144A)

7.000%, 08/03/09 ................

See accompanying notes lo financial statements.
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Value
(Note 1A)

$ 839,296
84,931
347,665
169,786
358,092
6,112,500

2,096,260

16,496,991

697,216
667,846
609,756
636,713
1,547 449
542,965
81,000
711,976

719,308

_e21429

608,833
852,793
229,313

948,850
1,237,305

672,630

4,549,724




New England Zenith Fund

Salomon Brothers Strategic Bond Opportunities Series

Investments as of December 31, 2001

Bonds & Notes—{Continued)

Face Valve
Amount {Note 1A}

Food & Beverages—0.0%
$350,000 NEBCO Evans Holdings Co.

0/12.375%, 07/15/07 () - ..\ $ 0
100,000 Vlasic Foods international, Inc.
10.250%, 07/01 /0948 .. .............. 22,000
22,000
Gas & Pipeline Utilities—0.7%
125,000 Qcean Energy, Inc. 8. 875%, 07/15/07 ... ... 130,625
650,000 Williams Companies, Inc.
6.750%,01/15/06 ) ............. ... 657,309
’ 787,934
Gas Exploration—0.1%
25,000 Ocean Energy, Inc. 8.375%, 07/01/08 . ... .. 26,125
100,000 Westport Resources Corp. (144A)
8.250%, 11/01 /11 ... 101,500
o 127,625
 Hotels & Restaurants—0.8%
250,000 Capstar Hotel Co. 8.750%, 08/15/07 ... .... 209,375
150,000 Felcore Lodging, L.P. 9.500%, 09/15/08 ... .. 150,375
275,000 HMH Praperties, Inc. 7.875%, 08/01/08 .. . .. 255,062
225,000 Park Place Entertainment Corp. :
9.375%,02/15/07 ... ... ... . ... .. 235,687
50,000 Park Place Entertainment Corp.
8.875%,09/15/08 ... ...... ........ 50,938
‘ 901,437

Househeld Preducts—0.6%
250,000 Indesco International, Inc.

9.750%, 04/15/08 (b} .. ... e 18,750
250,000 Norfh Atlantic Trading, Inc.
11.000%, 06/15/04 .. ... . ... ... .. 225,000
300,000 United Industries Corp. 9.875%, 04/01/09 ... 283,500
125,000 Windmere-Durable Holdings, Inc.
10.000%, 07/31/08 .. .. ... ......... 121,875
649,125
Industrials—0.1%
208,923 RG Receivablesco, (td. 9.600%, 02/10/05 .... 139,977
Leisure—1.1%
175,000 Argosy Gaming Co. 10.750%, 06/01/09 ... 192,281
200,000 Harrah's Operating, Inc. 7.875%, 12/15/05 .. 208,000
250,000 Horseshoe Gaming, LLC. 9.375%, 06/15/07 .. 260,000
235,000 MGM Grand, Inc. 9.750%, 06/01/07 ... .. .. 246,163
150,000 Mohegan Tribal Gaming Authority ’ '
8.750%, 01/01/09 .. ... ... ... ... 156,000

Face
Amount

$125,000

175,000

135,000

250,000

275,000

125,000
200,000

75,000

225,000

125,000

175,000,

100,000

50,000
150,000
200,000
321,000

125,000
59,000
350,000

150,000
323,000

Leisure—{Continued)

Station Casinos, Inc. 8.375%, 02/ 5/08 ....

Mining—0.2%
Compass Minerals Group, Inc. {MAA)

10.000%, 08/15/11 .............

Newspapers—0.1%
Hollinger International, Inc.

9.250%, 02/01/06 .............. e

Office Furnishings & Suppiies‘-O.2% :
Xerox Capital Europe, Plc.

5750%, 05/15/02 . ... ... .. ...,

Petroleum Services~0.5%
Appleton Papers, Inc. {1444)

12.500%,12/15/08 . ................
Grey Wolf, Inc, 8.875%, 07/01/07 .. ... ..

Pride Petroleum Servicss, Inc.

9.375%,05/01/07 ......... ... ...,

Pollution Control—0.3%
Allied Waste North America, Inc.

8.875%,04/01/08 .............. ...

Allied Waste North America, Inc.

10.000%, 08/01/09 ...... PR

Publishing—0.1%

World Color Press, Inc. 8.375%, 11/15/08 ...

Retail -1.8%

Advance Stores, Inc. {144A) 10.250%, 04/15/08 ..
Cole National Group, Inc. 9.875%, 12/31/06 ..
Cole National Group, Inc. 8.625%, 08/15/07 ..
Finlay Fine Jewelry Corp. 8.375%, 05/01/08 ..
Fleming Cos., Inc. 10.625%, 07/31/07 ... ..

Guitar Center Management Co., inc.

11.000%, 07/01/06 . ...............

Pefco Animal Supplies, Inc. (144A]

10.750%, 11/0Y /11 ..o

Pueblo Xtra International, Inc.

9.500%,08/01/03 .................
Safeway, Inc. 7.250%, 02/01/31 ....... ..
Saks, Inc. (144A} 9.875%, 10/01/11 ... ..
Wal-Mart Stores, Inc. 7.550%, 02/15/30 .. ..

See accompanying nofes- o financial statements.
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Value
(Note 1A)

$ 126,875
1,189,319
181,563
132,975

246,875

264,000
121,875

208,750
594,625

77,250

230,625

: 307,875

125,636

177,625
98,000
46,500

138,000
91,000

319,395
127,500

10,915
367,934
140,250
372916

1,990,035




New England Zenith Fund

Salomon Brothers Strategic Bond Opportunities Series -

Investments as of December 31, 2001

Bonds & Notes—(Continued) |

Face Value Face Valuve
Amount {Note 1A} - Amount {Note 1A}
Technology—0.1% U.S. Treasury—(Continued)
$ 75000 Applied Exirusion Technologies, Inc. $1,500,000 United States Treasury Notes
10.750%, 07/01 /11 .. .. ......... $ 79,313 5125%,12/31/02 .............. $ . 1,545,240
700,000 United States Treasury Notes '
Telephone~2.2% 5875% W1/15/04 ... ... 740,908
200,000 AT&T Wireless Services, Inc. : 5,000,000 United States Treasury Notes
. 7.875%,03/01/11 . .......... ... 213,180 5750%, M/15/05 ... ........ ... 5,280,450
700,000 Cox Communications, Inc. 3,000,000 United States Treasury Notes
7.750%, 11/01/10 ... ....... ..., 747,476 4.625%,05/15/06 . ............. 3,040,770
250,000 EchoStar Communications Corp. ‘ . . 0
9.375%,02/01/09 . ... ......... 256,250 —]M]—
650,000 France Telecom S.A. [144A) Yankee—20.1%
000 Gt 03/ ‘ /k?'é SEVRRR 690,230 46,030 AGFTC lIl {1 44A] 8.500%, 07/15/30 .. 45914
260, G% e e gt S v 4 559,139 Algeria Tranche 4.313%, 03/04/10 [d] .. 492,042
00 ) Ih O_ﬁ' AO1/07 oo : 3,400 150,000 Diamond Cable Communications, Ple.
250000 nsight Miowest LF. - 0/11750%, 12/15/05(d] ........ 39,750
: o / 1100 e 250 125,000 Diamond Cable Communications, Plc.
40,000 NTL Communications Corp. 10.750%, 02/15/07 (d) ... ... 20000
11.500%, 10/01/08 .. ........... 14,000 5,365,000 Federal Republic of Brazil
20,000 NIL, inc. 0/12.750%, 04/15/05 (¢} ... 7,000 11.000%, 08/17/40 (d) 4083570
180,000 NIL, Inc. 0/11.500%, 02/01/06 {c] ... 63,900 110,000 Global Crossings Holdings, id. o
200,000 NTL, inc. 10.000%, 02/15/07 ... ... .. 68,000 ' 9.625%, 05/15/08 | e 12,650
. 50,000 ngg PC]S' I”C'd] 1.000%, 4 90,000 Government of Jamaica (144A} _
05/01/081d) ... 5,250 12.750%, 09/01/07 ... ... ... . 98550
125,000 Triton PCS, inc. (144A) o
: 325,000 Ivory Coast, Inc. 2.000%,
8.750%, 1N/15/11 e __ 125,000 03/29/18 () ..o 47,938
2,524,936 120,800 Kingdom of Moroceo )
2.781%,03/15/07 . ...... . ... ... 107,210
' Transportation—1.0% ‘ 885,809 Morocco Loan Tranche
650,000 CSX Corp. 7.950%, 05/01/27 ....... 720,187 2.780%, 01/01/09 .............. 795,014
150,000 Enterprises Shipholding Corp. 217,800 National Republic of Bulgaria
8.875%,05/01/08 ............. 72,000 4.563%,07/28/111(d) ........... . 189,486
200,000 Holt Group, Inc. 9.750%, 01/15/06 {b} .. 7,000 1,100,000 National Republic of Bulgaria
275,000 Teekay Shipping Corp. {144A) 4.563%,07/28/121d) ........... 991,375
8.875%, 07/15/Y1 . ............. 281,875 85,000 Republic of Argentina
. 7.000%, 12/19/08(d) ........... 25,500
1081062 575,000 Republic of Columbia
U.S. Treasury—16.5% 55 000 R 1 ]5!?50{6(,: O|2/i§/20 ............. 575,000
200,000 United States Treasury Bonds ’ epuBic of L.olumaia
6.125% 11/15/27 ... 210,445 B35 Q2T 60.931
.910,000 United States Treasury Bonds 2,000,000 Republic of Ecvador
5.500% 08/15/28 ... ... ... ... 881 954 5.090%, 02/15/07 (d) ........... 945,620
2,000,000 United States Treasury Bonds 4,000 Republic of Ecuador {144A)
o 12.000%, 11/15/2012........... 2,940
5.250%,11/15/28 ............ .. 1,873,908 842591 Reovklic of Panama
1,000,000 Uni 7 4 91 Republic of Pana
/000,000 Urited Stotes Treasury Bonds 4.750%, 07N 7/141d) .. 746,587
6.125%,08/15/29 .............. 1,058,440 350,000 Reoublic of P C
0 . 1 X epublic of Pery .
3,000,000 United Stgfes reasury Bonds o 4.000%, 03/07/17 ) ... 245,000
6.250%, 05/15/30 . ............. 3,246,570 575,000 Republic of Pe
650,000 United States Treasury Bonds ! ublic orery :
5.375% 02/15/31 ... ... ...... 640,556 4.500%, 03/07/17d) ... ........ 441,312

See accompanying nofes fo financial statements.
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New England Zenith Fund

Salomon Brothers Strategic Bond Opportunities Series. -

Investments as of December 31, 2001

Bonds & Notes—(Continued) ‘

Face Value
Amount (Note 1A)
, Yankee —(Confinued)
$ 530,000 Republic'of Philippines S o
9.875%,01/15/19 .. ............ $ 501,645
574,200 Republic of Poland - - - ) :
6.000%, 10/27/14(d} ............ 569,893
600,000 Republic of Turkey '
11.875%,01/15/30 . ............ 580,500
+ 261,900 Republic of Venezuela
3.438%,03/31/07 (d} ............ 192,497
999,987 Republic of Venezuela s
2.875%,12/18/07 .. ............. 721,290
35,000 Republic of Venezuela
- 13.625%,08/15/18 .............. 30,363
750,000 Republic of Venezuela
’ 6.750%, 03/31/20. . ............: 536,527
100,000 Rogers Cantel, Inc.
" 8.800%, 10/01/07 ............... . 97,000
250,000 Rogers Communications, Inc. A
8.875%,7/15/2007 . ............. 254,375
1,300,000 Russian Federation 8.250%, 03/31/10...- 1,138,345
5,220,000 Russian Federation
5.000%, 03/31/304d) ............ 2,983,230
4,134 Russidn Federation {144A) '
' 8.250%,03/31/10 ............. .. ©.3,572
125,000 Stena AB ' o
8.750%, 06/15/07 .. ............. 113,750
315,000 Telewest, Plc. : ’
0/11.000%, 10/01/07 {¢) ....... L. 228,375
125,000 Tembec Indusiries, Inc. .
8.625%,06/30/09 ............... 129,062
3,225,000 United Mexican States '
8.375%, 001 /14/1 ... L. 3,329,812
250,000 United Mexican States
11.375%,09/15/36 .. ............ -307,563
600,000 United Mexican States -
6.250%,12/31/19 ........ S 560,151
85,000 United Pan Europe Communications N.Y, ~ ‘
0/13.750%, 02/01/10(c} ......... 6,800
45,000 United Pan Europe Communications N.V,
11.250%, 11/01/09 . ............. 5,850
225,000 Yell Finance B. V. 10.750%, 08/01/11 .. 240,750
22,507,739

Total Bonds & Notes
{Identified Cost $106,359,106) ... .. .. 103,132,105

Prefrred Stocks—0.3% “

Shares  °

3,000
840

- 462
1,219
2,521

N
I ‘ i ‘
: ot

Value

(Note 14)

CSC Holdings, Inc. =™, .v .o L 0 8 316,50
TCR Holdings (Class Bj {b) ... ..... A
-TCR Holdings {Class C) (b} .. ... .. e 0
TCR Holdings {Class Dy (b} . ......w0i.. o0 7 - 0 ]
TCR Holdings [ClassE) (b} . .............. 3
316,505

Total Preferred Stocks

(identified Cost $320,800) ............. 316,505

Common Stocks—0.1%

I ’

Food & Beverages—0.1%
7311 Imperial SugarCo. ........ ... .. ..., 56,660
Total Common Stocks
o identified Cpst‘$251A,5§3) e 56,660
Unit Trust—0.0%
Units—0.0% R
218,207 ContiFinancial Corp. .
(Liquidating Trust Uniti ff . ............. 131,640
Total Units ' ‘
(Identified Cost $0) .................. 31,640

Warrants—0.0%

200
125

3,750

Communications—0.0%

In-Flight Phone Corp. {b) ... .............. . 0
Leap Wireless International, Inc. [144A) ... .. 5,000
‘ © 5,000
Yankee-0.0% o
Republic of Venezuela [b} . . . .. e 0
Total Warrants SR
(Identified Cost $40,147) ... ........... 5,000

See accompanying notes to financial statements.
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New England Zenith Fund

Salomon Brothers Strategic Bond Opportunities Series -
Investments as of December 31, 2001

Short Term Investments=13.1% |

Face - Value Face Value
Amount (Neote 1A} Amount . {Note 1A)
Commercial Paper~9.8% Repurchase Agreement~3.3% ..
$5 250,000 Ford Motor Credit Co. $3,623,000 State Street Corp. Repurchase Agreement
2.550%,01/14/02 . ............... $ 5,245,165 dated 12/31/01 at 1.620% to be:
500,000 Grand Funding Corp. ‘ repurchased at $3,623,326 on -
2.450%,01/14/02 .. .............. 499,558 01/02/02, coliaterized by $2,740, 000
5 250,000 Mermaid Funding Corp. U.S. Treasury Bonds 8.875% due
. 2.450%, 01/14/02 .. ... ... .... 5,245,355 8/15/17 with a total value of
10.990 078 $3,697,715 .. $ 3,623,000
Total Short Term Investments
(Identified Cost $14,613,078) ........ 14,613,078
Total Investments—105.6% :
(identified Cost $121,584,694] .. . .. .. 118,154,988
Other assets less liabilities .. . .......... (6,231,435)
Total Net Assets~100% ......... .. w

Forward Contracts Outstanding at December 31, 2001

Local Aggregcle Unrealized
Delivery  Currency ace Total ADpprecluhon/
Forward Currency Contract Date Amount Value Value epreciation)
Buro Currency (bought) ... .. 1/31/2002 546,073  $485514  $485470  §  (44)
Buro Currency (bought] . ... .o 1/31/2002 198,641 179,621 176,596 (3,025)
Buro Currency [sold} ....... ... 1/31/2002 730,636 654,650 649,550 5,100
Buro Currency [sold) ... ... ... 1/31/2002 15,000 13,415 13,335 80
Danish Krone [bought] . .. ... 1/31/2002 103,500 12,450 12,373 o 77)
Danish Krone {sold} . . ... ...... e 1/31/2002 103,500 12,355 12,373 ©(18)
Polish Zloty (Bought) .. ............... e P 1/31/2002 1,515,400 370,241 378,717 8,476
Polish Zloty (Sold} .......... e 1/31/2002 755,400 179,090 188,784 (9,694)
Polish Zloty (Sold) ... ..t -1/31/2002 760,000 179,621 189,934 (10,313)
Net Unrealized Depreciation on Forward Currency Confracts . ............. $ (9.515)

la) Federal Tax Information: :
At December 31, 2001 the net unrealized depreciation on investments based on cost of $121,805,305 for federal income tax purposes was as follows:

Aggregate gross unrealized appreciation for all investments in which there is an excess of value over tax cost .. .. .. e $2,305,293
Aggregate gross unrealized depreciation for all investments in which there is an excess of fax cost over value ... ... ... ... ... 5,907,557)
Net unrealized depreciation .. .. ... .. .. ..uiurer ot e e $(3,602,264]

(o} - Nonncome producing securily.

[¢) Step Bond: Coupon rate is set for an initial period and then increased fo a hlgher coupon rate at a specified date.

|d) Variable or floating rate securily. Rate disclosed is as of December 31, 2001.

le] Interest only certificate. This securily receives monthly interest payments but is not entifled o principal payments.

{fi  Non-Income producing; issuer filed under Chapter 11 of the Federal Bankruptcy Code.

Key to Abbreviations:

1447 - Securities exempt from registration under Rule 144A of securities act of 1933. These securities may be resold in transactions exempt from registration,

normally to qualified institutional buyers. At the period end, the value of these securities amounted to $10,787,880 or 9.6% of net assets.

TBA —A contract for the purchase or sale of a Morigage Backed Security to be delivered ot a future date but does not include a specified pool or precise amount
to be delivered.

Liquidating Unit Trust—An undivided beneficial interest in the Liquidating Trust represented by a certificate

See accompanying notes fo financial statements.
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New England Zenith Fund

Salomon Brothers Strategic Bond Opportunities Serles

Statement of Assets & Liabilities N

December 31, 2001

Assets o
Investments atvalve .............
Cash ... o
Receivable for:
Securities sold . ....0 ... ...,
Fund sharessold . .............
Dividends and interest . . ........

Total Assefs . ..............
Liabilities :
Payable for:
Fund shares redeemed
Securities purchased .. .........
Open forward currency contracts—
net Tl
Due to Sub-Custodion Bank ... ...
Accrued expenses:
Management fees .. . .. P
Service and distribution fees . . ...
Deferred trustees fees .
Other expenses . .............

Total Liabiliies .............
MNetAssets ....................

Net assets consist of:
Capital paidin ...............
Undistributed net investment ’
income
Accumulated net realized gains

(losses) ... L

Unrealized appreciation
(depreciation] on investments ond
foreign currency .. ... .. ... ...

NetAssets ...................

Computation of offering price:

Class A

Net asset value and redemption prlce per
share ($109,447,627 divided by
9,770,920 shares of beneficial

Cinterest) ... ... R

ClassE
Net asset value and redemption price per -

share ($2,475,926 divided by 220,984

shares of beneficial interest) .. . ... ...

Identified cost of investments ... ... ...

$118,154,988

1,618

445,544

335,295

1,807,034

120,744,479
$ 470,498
8,217,194
9,515
35,739
61,139
250
9,796
16,795

8,820,926

$111,923,553

$116,593,994

4,225,801

- (5,457,045)

3,439,197)

$111,923,553

$ 11.20

$ 11.20

$121,584,694

Statement of Operations

" Year Ended December 31, 2001

Investment Income

Dividends . ..............oovoinnn. ¥ 20,125(a)
Clnterest ... 7,466,321
7,486,446
Expenses ' : B

Management fees . ... DB . $668,142 .

Service and distribution fees— Clqss B 618, -

Trustees fees and expenses . .......... 16,558

Custodion ....................... 99,171

Audit and tax services . ...l 20,429

legal ........ ... ... 4,651

Printing ...... ... ... .. L. 52,582
. Insurance .. ... .. A SR, 2,164

Miscellaneous . .. .......... ... 3,647 ;

Tolal expenses .. .......... e ’ 867,962
Net Investment Income .. ... ... ... 6,6,lk8,4‘84
Realized and Unrealized Gain (Loss)

Realized gain (loss) on:

Investmerts—net ... .. PR 265,748

Foreign currency fransactions—net . . . . .. (538,475, +[272,707)
Unrealized appreciation [depreciation) on:

Investments—net . .. ................ 539%0 - . .

Foreign currency ransactions—net .. . ... 242,358 296,348
Netgain floss) ............. e . 23,64}
Net Increase {Decrease) in Net Assets

From Operations . ... ... ... ... $6,642,125

(o Net of foreign taxes of $404

See accompanying nofes to financial statements.
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New England Zenith Fund

Salomon Brothers Strategic Bond Opportunities Series -

Statement of Changes in Net Assets |

Year Ended Year Ended
December 31, December 31,
1 2000

200
From Operations ‘
Netinvestmentincome . . . ... ... i e [P $ 6,618,484 § 6,404,789
~ Netreahized gainfloss) ... .. (272,707) 547,358
Unrealized appreciation {depreciation] ............. ... .. i 296,348 . (588,194}
Increase (decrease) in net.assets fromoperations . .................. e 6,642,125 - 6,363,951
From Distributions to Shareholders _
Net investment income ) )
Class A .o (8,091,690) 0
ClassE. ... T 0 0
Total distributions ................................ U PO (8,091,690) 0
Increase (decrease) in net assets from capital shcre fransactions . ... ..................ouun.ts - 17,938,839 (5,840,032)
Total increase (decrease) innetassets ............................. ... e 16,537,327 . 523919
Net Assets '
Beginning oftheyear . ....................... P D e 95,434,279 94,910,360
Endoftheyear .. ............... L, S $111,923,553  $95,434,279
Undistributed (Overdlsrnbuted) Net investment Income
Endoftheyear................ N P e e e $ 4,225,801 $ 6,258,927
Other Information:
Capital Shares

At December 31, 2001 there was an unlimited number of shares of beneficial mterest authonzed divided into two classes, Class A and Class E. Transactions
in capital shares were as follows:

Year Ended Year Ended
December 31, 2001 December 31, 2000
Shares $ Shares $
Class A _
Sales e 2,937,423  $32911,721 2,222,092 $24,233,641
REINVESIMENTS . . . oottt . 749,925 8,091,690 0 0
Redemptions ... ... ouii i e (27V,712) 0 (25,522,1868) (2,764,244) (30,073,673}
Net increase ([decrese) ... ....... ... it e 1,415,636  $ 15,481,225 (542,152) $§ (5,840,032
Class £ _ ‘
SalES . e 230,231 $ 2,560,666 0 0
ReinvestmEnts . .. e 0 0 0 0
Redemphions ... .. ... it e [9,247) (103,052 0 0
Net increase [decrense] ... ............ire ittt 220984 § 2,457,614 0 ¢ 0
Increase {decrease] derived from capital share transactions ................ L 1,636,620 $17,938,839  (542,152) § (5,840,032}

See accompanying nofes to'financial statements.
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New England Zenith Fund | o ,' L

Salomon Brothers Strategic Bond Opportunities Fund

Financial Highlights

éluss A Class E

o . May 1, 2001(a)
Year Ended December 31, . through
- ; December 31,

. L 2001 2000 1999 1998 1997 2001
Net Asset Value, Beginning of Period . ... ... . ... T To$ 1142 $1067 $ 1143 § 1201 $ 1162 $10.80
Income From Investment Operations S o L o .

Net investment income . .......... .. .. oo L - 0.70 077 . 095 0.80- 0.75 0.10

Net realized and unrealized gain (loss) on investments ... ... ... ... 0.04 {0.02) [078) . [0.56}~ -0.54 0.30

Total from investment operations . . . . . e 0.74 075 017 024 1.29 040
Less Distributions v ‘ ‘

Distributions from net investmentincome ................ ... ... 0.94) 0.00 [0.93) 0.79)°  {0.7¢) 0.00

Distributions from net realized capital gains . . ... . ........ ... .. 000 0.00 0.00 {0.02) {0.14) 0.00

Distributions in excess of net realized capital gains . .............. - 0.00 000 000 [(0.01) 0.00 0.00

Total distributions . ............. AU DU e - {096 - 0.00 {0.93) (0.82) (0.90) 0.00
Net Asset Value, End of Period ... ... ..................... § 1120 $l\42 $ 1067 $ 1143 § 1200 $11.20
Total Return (%) ........... T SR L 66 70 - 14 - 20 1 3.7 b)
Ratio of operating expenses to average net assets (%) ... ............ 0.84 0.78 0.81 0.85 0.85 0.99 ()
Ratio of net invesiment income to average net assets (%} . .. ........... © 644 . 690 8.15 7.20 7.32 5.50 (c}
Partfolio turnover rate (%) ... ... . 248 - 360 224 283 . 258 248
Net assets, end of pericd (000} ... ............................ $109,448 $95,434- $94910 $95450 $71,202 $2,476
The Ratios of operating expenses to average net assets without giving effect . e . S ’

lo the voluntary expense agresment would have been (%} .. ... ...... - — =~ - 0.87 -

{a} Commencement of operations.
(b) Periods less than one year are not computed on an annualized basis.
le}  Computed on an annualized basis.

‘See accbmpanying» nofes to financiol statements.
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New England Zenith Fund

SALOMON BROTHERS U. S. GOVERNMENT SERIES

MANAGEMENT’S DISCUSSION AND ANALYSIS

INVESTMENT
OBIJECTIVE

To achieve a
high level of
current income
consistent with
preservation of
capital and
maintenance of
Hquidity

INCEPTION
DATE 10/31/84

ASSET CLASS

“U.S.
Government
Bonds

NET ASSETS
$108 Million

PORTFOLIO

MANAGER
Roger Lavan

PERFORMANCE AT-A-GLANCE

For year ended December 31, 2001, the Salomon Brothers U.S.
Government Series Class A shares returned 6.7%, compared to the
Lehman Brothers Intermediate Government Bond Index? return
of 8.4% and the Lipper Variable Insurance Company Product
GNMA / US Mortgage Fund Average’ return of 7.4%. The main
factor affecting the performance of the Series was its long-duration
and intermediate-duration strategy. In addition, the Series’ alloca-
tion to mortgages also proved beneficial.

PORTFOLIO ACTIVITY

The U.S. bond market enjoyed a productive year in 2001 and
the Series was well positioned to participate in the market’s solid
performance. We entered the year with a somewhat pessimistic
outlook on economic growth. We expected the U.S. Federal Re-
serve Board (the “Fed”) would be quite active throughout 2001
and would take aggressive action to stem a recession. Therefore,
with expectations that interest rates would decline and the yield
curve would steepen in response to the Fed's anticipated rate
reductions, we implemented a long- and intermediate-duration
strategy. Shortly thereafter, in late winter and early spring of
2001, market observers began to predict thac the U.S. economy
and the stock market would respond quickly to the Fed’s early
rate reduction action and that a recession would be avoided. As
the capital markets embraced such optimism in late March, the
stock market rallied and bond prices declined. Although the Ser-
ies’ performance slipped temporarily, we did not alter our strat-
egy. By the third quarter of 2001, it was apparent that the U.S.
economy was not recovering as quickly as some had anticipated.
Bond prices rallied, and the Series’ performance improved sig-
nificantly throughout the summer.

After the tragic events of Septemnber 11th and the economic slow-
down that followed, the Fed continued to forge ahead with its
aggressive campaign to boost consumer confidence and prop up
falling equity prices by cutting interest rates. The Fed reduced its
federal funds rate four times during the remaining four months of
the year (including a 50 basis point cut on September 17th before
the equity markets re-opened after the attacks, another 50 basis
point cut on October 2nd and another 50 basis point cut on
November 6th). The Fed implemented its final reduction of the
year on December 11 with a cut of 25 basis points. As a result of
the Fed's proactive approach, bood prices rallied even further

PORTFOLIO COMPOSITION

Top Holdings as of December 31, 2001

% of Total
Security Net Assets
Federal National Mortgage Association ......... 29.1%
United States TreasuryNotes . ................ 26.1%

FederalHomeloan .................chivuuen 3.9%

Government National Mortgage ............... 3.7%
Federal Home Loan Mortgage Corp. ........... 2.7%
United State TreasuryBonds ................. 1.0%
Federal Home LoanBanks ................... 0.9%

than they had earlier in the year, particularly bonds with matur-
ities of five years and under.

In November 2001, the economy changed direction again. The
Taliban was toppled in Afghanistan, consumer confidence im-
proved, and the U.S. economy stabilized. As a result of the new
economic optimism that followed, bond prices reversed course.

PORTFOLIO OUTLOOK™"

Looking forward, we believe the stage is set for a possible
economic rebound in 2002, However, we don’t andicipate seeing
any tangible signs of recovery until later in the year, when we be-
lieve the effects of the Fed’s aggressive rate cuts throughout 2001
and a possible economic stimulus package that may be approved
by Congress in 2002 will start to work their way into the U.S.
economy. We anticipate modest growth ecarly in the year and be-
lieve that it will gain momentum throughout the middle-and
later portions of 2002. We don’t anticipate that rates will trend
significantly higher in the short-term.

A $10,000 INVESTMENT COMPARED TO

THE LEHMAN BROTHERS INTERMEDIATE
GOVERNMENT BOND INDEX

$17.000 y
= Salomon Brothers U.S. /
Government Seres ;

15,000 | oy Lehman Brothers intermediate 7

Gavernment Bond Index P
13,000
P
11,000
g
L
10/94 12/85 12/97 12/99 12/01
Average Annual Returns
Lehman U Variab}
Intermediate r Variable
us. Government fﬁmﬁﬁmd
o Government Bond Average A
1 Year 6.7% 8.4% 74% !
3 Years ) 5.7 6.4 6.1
5 Years 6.6 7.1 66 |
Since Inception 7.2 7.4 —

The total non-annualized return of the Class E shares from their May
1, 2001 inception date through December 31, 2001 was 4.5%.

Performance numbers are net of all Series expenses but do not
include any insurance, sales, or administrative charges of variable
annuity or life insurance contracts. If these charges were included,
the returns would be lower.

This information represents past performance and is not indicative
of future results. investment return and principal value may fluctuate
so that shares, upon redemption, may be worth more or less than
the original cost.

See footnotes to Portfolio Manager Commentary.
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'New England Zenith Fund

Salomon Brothers U.S. Government Series

Investments as of December 31, 2001

| Bonds & Notes—67.6% of Total Net Assets

Fate Value
Amount (Note 14}
Federal Agencies—40.4% .

$1,000,000 Federal Home Loan Banks R )

. 5.800%, 09/02/08 ... .. L T 81,028,926
84,381 Federal Home Loan Mortgage Corp. .
T 7.500%, 05/01/07 ..ol 88,6‘56

6,725 Federal Home Loan Mortgage Corp. :
A 6.000%, 10/01/10 ... vl 6845
109,447 Federal Home loan Mortgoge Corp. = =+
7.000%, 07/01/1% ... ... R ]14098
30,190 Federal Home Loan Mortgage Corp.
) 11.750%, 01/00 /12 . ... n 31,936
280,813 Federal Home Loan Morigcge Corp.
6.500%,-08/01/13 ............. ... 287,042
46,932 Federal Home Loan Mortgage Corp.” .
8.250%, 04/01/17 .. ... .. 0T L 50,268
61,626 Federal Home Loan Mortgage Corp.
9.000%, 10701717 ............. 66,402
108,037 Federal'Home toan Morfgcge Corp. ‘
8.000%, 12/01/19 .. - .ot 115,093
130,352 Federal Home Loan Mortgage Corp.
10.500%, 06/01/20 ... . ....... ... 147,623
319,667 Federal Home Loan Morrgoge Corp.- :
8.000%, 07/01/20 ... . ... e 336,389
292,961 Federal Home Loan Mor!goge Corp.
10.000%, 09/01/20 . ... .... e 329,007
122,568 Federal Home Loan Moitgage Corp. -
R 6.500%, 03/01/26 ........... .. S 123,717
-27,309 - Federal Home Loan Mortgoge Corp.
s . 6.500%,05/01/26 ................. 27,565
42,323 Federal Home Loan Mortgage Corp. -
2 6.500%, 06/01/26.. .. .. e : 42,720
553;158 - Federal Home Loan Morigage Corp. . ‘
6.500%, 07/01/26 .. ... ... .. 558,343
1,024,161 Federal Home Loan Mortgage Corp:
6.000%, 10/01/28 ... .. .. SN o oo 1,005,921
894 666 " Federal Home Loan Mortgage Corp. .
- 6.000%, 11/01/28 ... ... L. 878,732
2,900,000 Federal Home Loan Mortgage Corp. o
. 6.000%, TBA .« ... <. 2,839,274
72,393 Federal Home Loan Mortgage Corp. - .
‘ ) 7.000%, 04715/21 ... ... .. T . 73,592
5,000,000 Federal National Mortgage Assocmhon
5.500%, TBA ........... . .... oo 4,915,650
5,000,000 Federal Nohonal Mortgage Assocuchon :
: © 6.000% TBA .. ..... N s 5,012,500
6,000,000 Federal Nahono? Mortgage Assocmhon . .
6.500%;TBA .. ... ... ... 6,000,000
2,000,000 Federal National Morigage Association
- 8.000%, TBA . ... ... 2,096,260
698,082 Federal Nafional Mortgage Association
6.740%,01/03/02(b) .............. 723,864
90,232 Federal National Morigage Association :
S 6.500%, 06/01/08 .. .. .. e 92,883
37,176 Federal National Morigage Association
6.500%, 12/0Y/10 ... ... 38,174

. 892,161 Federal National Mortgage Association

$7.370%,01/17/13 ... PR L. 949415

Face
Amount

$ 575,783
387,792
459,100
76,601
377,225
237
219,819
23,971
14,416
124,250
6,895
105,032
188,136
106,258
410,437
456,447
305,250
513,308
1,135,701
76,315
935,874
632,499
1,255,000
519,873
29211

1599126

360,519
13,523

Federal Agencies~(Continued) -
Federal Nafional'Morigage Assaciafion
6.500%, 04/01/13. sl
Federal National Morfguge Association
6.500%,07/01/13 ..o o -
Federal National Mortgage Association
7.000%, 12/01/14 ... ... ... ...,
Federal National Mortgage Association -
7.000%,07/01/15 ..o
Federal National Mortgage Association
7.000%; 08/01/15 ............
Federal National Mortgcge Assocmhon ‘

$

12.500%, 09/01/15 ........ ..., L

Federal National Mortgoge Association
12.000%, 10/00/15 ...........
Federal National Mortgage Association

13.000%, 11/0V/15 ...........

Federal National Mortgage Association

12.000%, 01/01/16 «. . ..n. ...

Federal Ndtional Mortgage Assocwhon o
12.500%, 01/01/16 ... ... .
Federo! National Mor'rgoge ‘Association:

11.500%, 09/01/19 - ..o iiei

Federal National Mortgage Association-
7.000%, 11/01/23 ... ..

Federal National Merigage Associafion
6.500%,03/01/26 .. ..............

Federal National Mortgage Association

7.000%, 07/01/26 .o\ .o.i.. U

Federal National Mortgage Association
7.000%, 02/01/28 .. ... e
Federal National Morfgage Association .
7.000%, 10/01/28 ........ ...
Federal National Mortgage Association
7.000%, 11/01/28 ... ...
Federal National Mortgage Association ™
7.000%, 02/01/29 .. 0. ... ...
Federal National Mortgage Association -
6.500%, 04/01/29 .. ..............
Federal National Morlgage Association

8.000%, 11/01/29 .. ... ..... L

Federal National Mortgage Association”

7.500%, 12/01/2% ... ... ...

Federal National Mortgage Asseciation

7.000%, 01/01/30 ......0..... S

Federal National Morigage Association
6527%,05/25/30(p) . ............ .
Federal Nationl Mortgage Association

8.000%,08/01/30 ............. .

Federal National Mortgage Associafion .
8.000%, 10/01/30 ................
Federal National Mortgage Association
7.500%, 11/01/30 ... .............
Federal National Mortgage Association
7.500%, 01/01/317 ... oL
Federal National Mortgage Association
8.000%,02/01/31 ................

See-accompanying nofes fo financial statements.
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Value

{Note 1A)

589,81 A
397,243
474,879

79,234

390,190

27,919
255,265
28,480
16,741
146,305
7934
107,527
188,723
108,449
418,646
465,289
311,163
523,536
1,137,825
79,988
965,991
644,358
1,268,186
544,889
449,865
1,650,090
372,009
14,173




New England Zenith Fund

Salomon Brothers U.S. Government Series

Investments as of December 31, 2001

Bonds & Notes—(Continued)

Face
Amount
Federal Agencies—(Continued)
Federal National Mortgage Association

8.000%, 03/01/3
Government National Mortgage Association

9.000%, 12/15/16
Government National Morigage Association

9.000%, 12/20/19
Government National Morigage Association

7.500%, 01/15/29
Government National Mortgage Association

7.500%, 09/15/29
Government National Mortgage Association

7.500%, 01/15/30
Government National Mortgage Association

7.500%, 02/15/30 ................
Government National Mortgage Association
7.500%, 03/15/30
Government National Morigage Association
7.500%, 04/15/30
Government National Morigage Association
7.500%, 05/15/30
Government National Mortgage Association

7.500%, 06/15/30

Government National Mortgage Association
7.500%, 09/15/30

$ 70,526
125,081

639,566 Government National Morigage Association
303,535 Government National Morigage Association
294,368 Government Nafional Marigage Associction
320,952 Government National Marigoge Association

444,312
28,409

273929 Gormmmns Nt Marces Acsaciation”

400,068
355,005
692,117

U.S. Treasury~27.2%
United States Treasury Bonds
6.375%,08/15/27 ................
United States Treasury Bonds
5.375%, 02/15/31
United States Treasury Notes
2.750%, 09/30/03
United States Treasury Notes
5.250%, 05/15/04
United States Treasury Nofes
6.750%, 05/15/05
United States Treasury Notes
5.750%, 11/15/05
United States Treasury Notes
4.625%,05/15/06
United States Treasury Notes
6.500%, 02/15/10 ................
United States Treasury Notes
5.000%, 02/15/11

100,000
1,000,000

3,000,000 United Semss Teaury Notes
1,500,000 United States Treasury Notes 7
2,000,000 United States Treamury Notes
5,000,000 United Stares Treanury Noes
4,000,000 United States Trecwury Nores

3,000,000
9,000,000

Total Bonds & Notes
(identified Cost $71,625,606)

Value

(Note 1A}

73,920
135,250
696,784
314,347
304,672
332,185
459,750

29,385
283,344
414,111
367,206
715,905

43,772,465

107,953

985,470
2,995,770
1,563,990
2,174,380
5,280,450
4,054,360
3,292,980
8,972,577

29,427,930

73,200,395

$4,500,000

Face
Amount

Commercial Paper—24.9%
DaimlerChrysler North America Holding

Corp. 2.580%, 01/14/02 ..........
Ford Motor Credit Co. 2.550%, 01/14/02 . .
General Mills, Inc. 2.520%, 01/11/02 ...
Grand Funding Corp. 2.450%, 01/14/02 ..
Kinder Morgan, Inc. 2.550%, 01/14/02 . ..
Mermaid Funding Corp.

2.450%, 01/14/02 ...............

4,500,000
4,500,000
4,500,000
4,500,000
4,500,000

Repurchase Agreement—26.3%

1.2 Morgan Chase & Co. Repurchase
Agreement dated 12/31/01at 1.500% to
be repurchased at $4,478,373 on
01/02/02, collaterized by $3,365,000
U.S. Treasury Bonds 9.000% due
11/15/18 with a value of $4,572,194 ...

State Street Corp. Repurchase Agreement
dated 12/31/01at 1.620% fo be
repurchased at $24,002,160 on
01/02/02, collaterized by
$20,140,000 U.S. Treasury Bonds
12.375% due 05/15/04 with a
valve of $24,481,540

4,478,000

24,000,000

Total Short Term Investments
Identified Cost $55,454,408) . .. .....

Total Investments—118.8% :
{Identified Cost $127,080,014) (a) . ...
Other assets less liobilifies . ............

{a) Federal Tax Information:

Short Term Investments—51.2%

Value
(Note 1A)

$ 4,495,808
4,495,856
4,496,850
4,496,019
4,495,856
4,496,019

26,976,408

4,478,000

24,000,000
28,478,000

55,454,408
128,654,803

{20,300,469)
$108,354,334

At December 31, 2001 the net unrealized appreciation on investments
based on cost of $127,764,641 for federal income tax purposes was

as follows:

Aggregate gross unrealized appreciation for all
investments in which there is an excess of

value overtaxcost. ..o $1,051,988
Aggregate gross unrealized depreciation for all

investments in which there is an excess of tax

costovervalue ............. ... ... (161,826
Net unrealized appreciation . . ............. $ 890,162

{b) Variable or floating rate security. Rate disclosed is as of December 31,

200).

TBA—A coniract for the purchase or sale of a Mortgage Backed Security
to be delivered at a future date but does not include a specified

pool or precise amount fo be delivered.

See accompanying nofes fo financial statements.
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New England Zenith Fund

Salomon Brothers U.S. Government Series

Statement of Assets & Liabilities B Statement of Operations

December 31, 200] o

Assets
Investments atvalue . ...........
Cash ..o L e
Receivable for: _
Fund sharessold-. . ...........
Accrued interest . ............

‘Total Assets . ............,
Liabilities
Payable for: ‘
Fund shares redeemed . .......
" Securities purchased . .........
Accrued expenses:
Management fees ... . ... e
- Sefvice and distribution fees . . ..
Deferréd trustees fees ... ... ...
Other expenses .. ...........

Total Liabilities ... . .. .
Net Assets .. ... .. e

Net assets consist of:
'Capitabpaidin ...
Undistributed net investment
income . ................
Accumulated net realized gains

(losses] ....... .ol _

Unredlized appreciation
(depreciation] on investments . .

NetAssets ...................

Computation of offering price:

Class A

Net asset value and redemption price
per share ($102,065,605 divided by
8,530,074 shares of beneficial -~
inferest] ... .ol

Ciass E ) .

Net asset valve and redemption price

. per share {$6,288,729 divided by
525,750 shares of beneficial
interest) ...

Identified cost of investments .. ... ...

$ 592,580
20,894,138

49,468
679
8,981

11,549

$128,654,803
233

655,428
601,265

129,911,729

21,557,395

$108,354,334

$105,167,973
2,452,392

(240,220]

974,189
$108,354,334

$ 11.97

$ 11.96

$127,080,014

Year Ended Decgmber 31, 2001

Investment Income

T $4,030,899
Expenses

Managementfees ................. o $428,527

Service and distribution fees—Class £ .. .. 1,595

Trustees fees and expenses .. .......... 15,733

Coustodion ... ..o 53417

Audit and fox services ............... 20,429

legal ... 3,362

Prinfing ... ... e 38,015

Insyrance . ........ .. ... ... 1,343

Miscellaneous . . . ., e 3,692

Totaf expenses before reductions ... .. ... 566,113

Less expenses assumed by the investment

adviser .. ........... A {19,128 546,985
Net investment income . ........ ..., 3,483,914
Realized and Unrealized Gain (Loss)
Realized gain {loss) en:

Investments—net .......... ... ..... 720,653
Unrealized appreciation {depreciation] on:

Investments—net .. ................. 437,225
Netgainfloss) . ...................... 1,157,878
Net Increase (Decrease] in Net Assets

From Operations ... .............. $4,641,792

See accompanying nofes fo financial statements.
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New England Zenith Fund

Salomon Brothers U.S. Government Series

Statement of Changes in Net Assets |

Year Ended Year Ended
December 31, December 31,
2001 2000

From Operations

Net INVESIMENE INCOME .« . o sttt ettt ettt et e e e e e e e e e $ 3483914 $ 3214350
Net realized gainfloss) . .................... ... ... e 720,653 180,192
Unredlized appreciation {depreciation) .. ..... ... ... .. . ... . ... e 437,225 1,783,309
Increase {decrease) in net assets from operations .. ............... T e 4,641,792 5,177,851

From Distributions to Shareholders
Net investment income

CIASS A o e (4,229,836) 0
ClassE....... PP 0 )
Total distributions ... .. ... ... . {4,229,836) - 0
increase (decrease) in net assets from capital share transactions .. .............. ... ... ... L 50,769,337 1,027,703
Total increase (decrease) in net assets . ........ e 51,181,293 6,205,554
Net Assets - -
Beginning of he year ... .. 57,173,041 50,967,487
End oftheyear ............ e e e e e e e $108,354,334 $57,173,041
Undistributed {Overdistributed) Net Invesiment income 1
Endoftheyear ... ... ... ... e e e NP $ 2452392  § 3,206,848
Oi'her Information:

Capital Shares

At December 31, 2001 there was an unlimited number of shares of beneficial interest authorized, divided into two classes, Class A and Class E. Transoctions
in capital shares were as follows:

, Year Ended Year Ended 3
- December 31, 2001 December 31, 2000
Shares $ Shares $
Class A L :
SalES L 5602,038 $66,679,482 1,743,895 §19,636,844
Reinvestments . . .. e 369,096 4,229,836 - 0 0
REAEMPIIONS ..\ i e e (2,228,636}  [26,430,367) (1,672,895) (18,609,141}
Netincrease {decrease} . ... . ... o i 3,742,498 § 44,478,951 71000 $ 1,027,703
Class E ‘ v
Sales . oo 542,635 § 6,492,396 0 % ]
REINVESIMENIS . . . e e e P 0 0 0 0
REdemPliONs .. e {16,885} {202,010) 0 0
Net increase ([decrease) .. ... .........vriii i e " 525,750 $ 6,290,386 0 3 .0
Increase {decrease) derived from capitol share fransactions ........... ... ... ... .. 4,268,248  $ 50,769,337 71,000 $ 1,027,703

See accompanying notes to financial statements.
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New England Zenith Fund

 Salomon Brothers U.S. Governmenf Series

Financial Highlights

Class A Class £
- May 1, 2001 (u)
Year Ended December 31, rhrough :
December 31,
- 2001 2000 1999 1998 - 1997 2001
Net Asset Value, Beginning of Peried .. ................... - § 1194 § 1081 ) $ 1147 $ 1114 $1083 $11.45
Income Frem Investment Operatiens ) ‘ ‘
Net investment income .............. EE 0.37 0.67 0.65 0.47 0.53 0.07
Net realized and unrealized gain {loss) on investments . ... ......... 041 046 (0.62} 037 0.40 0.44
Total from investment operations ... ... oo 0.78 1.13 0.03 0.84 0.93 0.51
Less Distributions e o
Distributions from net invesiment income ............. e (0.75) 0.00 {0.66) (0.45) (0.53) 0.00
Distributions from net realized capital gains ... .............. ... 0.00 0.00 (0.03) . {0.06] (0.05] 0.00
Distributions in excess of net realized capital gains . .............. 0.00 0.00 0.00 0.00 (0.04) 0.00.
- . Total Distributions .. ... .. -(0.75) 0.00 0.69). . o .(0.51) (0.62) 0.00
~ Net Asset Value, End of Period ........ ... S F $ 1197 $ 1194 $108)1 $11.47 $11.14 $11.96
Total Return (%) ............ e e . 67 10.5 0.2 " 75 8.6 -4.50b)
Ratio of operating expenses to average net assets (%] .. ............. 0.70 0.70 070 - 070 0.70 0.85(¢)
Ratio of net investment income to average net asses (%} .............. T 449 6.29 589 570 - 6.42 3.39(¢} .
Portfolio turnover rate (%} .. ........ .. P 362 583 530 496 572 362
Net assets, end of period (000) .. ... ... ... . ... ... ... $102,066 $57,173  $50967 $45807 $22,143 $6,289
The Ratios of operating expenses to average net assets without giving effect . . .
to the voluntary expense agreement would hqve been () .o 073 0.71 0.72 0.77 0.98 0.88(c}

" o) Commencement of operations.
~lb]  Periods fess than one year are not compufed cn an annuahzed basis.
" {c} Computed on an annualized basis. - =

See accompanying nofes to financiaf statements.
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STATE STREET RESEARCH BOND INCOME SERIES

MANAGEMENT’S DISCUSSION AND ANALYSIS -

INVESTMENT
OBJECTIVE

- To achieve a
competitive total
return primarily

: from investing in
fixed-income
securities,

INCEPTION
DATE 8/26/83

ASSET CLASS
U.S. Bonds

- NET ASSETS
$357 Million

PORTFOLIO
MANAGER

Daniel R. Strelow

PERFORMANCE AT-A-GLANCE

For the year ended December 31, 2001, the State Streetr Research
Bond Income Series Class A Shares returned 8.8% compared to
its benchmark, The Lehman Brothers Aggregate Bond Index!,
which returned 8.4% for the same period. The Lehman Brothers
Intermediate Government Credit Index* returned 9.0%. The
average return of the Series’ peer group, the Lipper Variable
Products Intermediate Investment Grade Debt Funds® category,
was 8.2% for the year. The Series’ performance can be arcributed
prlmanly to declining interest rates and a generally favorable
environment for bonds.

PORTFOLIO ACTIVITY

State Street Research & Management Company assumed portfo-
lio management responsibility for this Series on July 1, 2001.
Prior to thar dare, Back Bay Advisors, L.P. served as the portfolio
manager. In the six months that followed, the Fed curt rates 5
times, the administration/congress passed 2 $1.3 willion dollar
tax cut, the terrorist attacks changed the national security land-
scape, and Enron and Argentina share the mantle as the largest
corporate bankruptcy and sovereign default in recorded history.
The positive contributors to the Series” performance in the third
quarter were its duration and yield curve positioning. We were
well positioned for lower rates and a steeper yield curve as the
Fed aggressively cut short term interest rates in an attempt to ar-
rest the domestic growth contraction, and to supply ample
liquidity to the markets in the wake of the terrorist attacks in
New York and Washington DC. Spreads on credit sensitive sec-
tors widened considerably in September, and our positions in
domestic corporate bonds, high yield, and emerging markets
were a net drag on performance.

The fourth quarter may have been a mirror image of the third.
As the capital markets priced an eventual return to a more nor-
mal economic rate of growth, interest rates came off the cycle low
and the yield spreads between what are considered safe assets
{i.c., treasury securities) and risky assets (i.e., corporate bonds,
especially high yield bonds) have narrowed considerably. Fourth
quarter performance was dominated by outperformance in
corporate bonds (high grade and high yield) and emerging mar-
kets. Importantly, security/sector selection was critical. The port-
folio was positioned defensively in these sectors and we avoided
the poor performing Utilities and Sovereigns (Enron and
Argentina) sectors.

PORTFOLIO COMPOSITION

Top Holdings as of December 31, 2001
% of Total
Security Net Assets
Federal National Mortgage Association ............ 28.1%
Government National Mortgage Association ........ 10.0%
United States TreasuryBonds ................... 4.6%
JP.MorganChase &Co. ....................... 2.8%
Household FinanceCorp . ... ........... ... ..., 2.0%
RepublicofGreece ..................... ... ... 1.4%
Dt Commercial Mortgage Corp. .. ............... 1.2%
Connecticut RRB Special Purpose Trust ........... 114%
Morgan Stanley Dean Witter Capital, Inc ...........: 0.9%
First Union Lehman Brothers Commercial Mortgage
Trust ... i i ittt 0.9%

PORTFOLIO OUTLOOK™

We expect the bond market to maintain these relative low inter-
est rates for the next three months. In addition, the yield curve is
currently quite “steep” and we expect it to remain that way, again
for the next 3 months. Credit spreads have contracted sub-
stantially. We expect the spread contraction to moderate based
on current valuations. :

We do not expect inflation to be a problem for now. Qur fore-
cast has core inflation bottoming out ar 2% in the firse and sec-
ond quarters, then rising moderately ds economic growth
1mprovcs more markedly.

Our oudook has changed over the past six months, although
mostly through the passage of time. Three months ago, we were
expecting aggressive easmg into, year-end and stable Fed policy
thereafter. Now we are in the “stable thereafter” pcnod As time
continues to pass and signs of recovery are reported in the eco-
nomic releases, ultimate recovery and higher rates will be priced
into the market. We expect a “saucer shaped” recovery, where
growth recovers to trend in- the second half of 2002, However,
we do not expect the brisk rate of growth to be sustainable.

A $10,000 INVESTMENT COMPARED TO

THE LEHMAN BROTHERS INTERMEDIATE
GOVERNMENT/CREDIT INDEX SINCE 12/31/91

$23,000
== State Street Research Bond Income Series
21,000 | mwiehman Brothers Intermediate
Govemnment/Credit Index
19,000 | ==lehman Brothers Aggregate
Bond Index

17,000

15,000 S é-

13,000 - 7/1'

N
11,000 :;;;‘édg‘ ‘
9,000 &
12/81 12/33 12/95 12/97 12/99 12/01
Average Annual Returns
Lipper Variable
Lehman Intermediate
intermediate Investment Lehman
Government/  Grade Debt. Aggregate
Bond Income Credit Funds Average Bond*
1 Year 8.8% 9.0% B92% 8.4%
3 Years 5.4 8.4 5.6 6.3
' 5 Years 7.2 7.1 86 7.4

10 Years 7.8 6.8 6.8 7.2

The total non-annualized retum of the Class B shares from their
May 1, 2001 inception date through December 31, 2001 was 5.2%.
Performance numbers are net of all Series expenses but do not
include any insurance, sales, or administrative charges of variable
annuity or life insurance contracts. f these charges were included,
the retums would be lower.

This information represents past performance and is not indicative
of future results. investment return and principal value may fluctuate
so that shares, upon redemption, may be worth more or less than
the original cost.

*We changed the benchmark from Lehman Brothers Intermediate
Govemment/Credit Index to the broader Lehman Brothers
Aggregate Bond Index because we feel it better reflects the
universe from which the manager selects securities.

See footnotes to Portfolio Manager Commentary.
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New England Zenith Fund

State Street Research Bond Income Series
Investments as of December 31, 2001

Bonds & Nofes 08.2% of Total Net Assets —

Face Value Face Value
Amount (Note 1A) ‘Amount {Note 14)
Aerospace & Defense—=0.9% . g et aire m 8 RO
§ 345,000 Lockhead Marin Corp, 8.200%, 12/01/09 . § 388778 g1 pos 957 comrerenized Mortgage Obligations—8.8%
© 890,000 Lockheed Martin Corp. 8:500%, J2/01/29 .. 1,065,697 o o 9e9e
1,625,000 United Technologies Cor, ’ YON Corp. 6.025%, 11/18/30 ... $ 1300921
7 500% 09/91'5/29 Prv e : 1 788,069 1,500,000 Commercial Mortgage Acceptance Corp.
o T DLk (1444) 6.230%, 03/15/13 ... ... .. 1,124,908
: - ) 3,242,544 2,150,000 DU Commercial Mortgage Corp.
' ‘ - v 7.150%, 01/10/13b) ............. 1,725,375
. Asset Backed—2.2% . h ' 2,489,622 DU Commercial Mortgage Corp.
390,000 Citibank Credit Card Issuance Trust i : ) 5.880%, ] 1/12/31 ... ... e 2,547,654
7.450%, 09/15/07° . ... ... ... ..., 413,292 3,000,000 First Union Lehman Brothers Bank of America’
1,825,000 Citibank Credit Card Issuance Trust ) Commercial Mortgage Trust
2.500%,12/10/08 (b) .............. 1,825,000 6.560%, 11/18/35 .. ... Lo P 3,122,842
3,800,000 Connecticut RRB Special Purpose Trust 3,100,000 First Union Lehman Brothers Commercial ’
. . 5.360%, 03/30/07 ) .............. 3914775 Mortgage Trust 11 6.600%, 11/18/29 ... 3,246,277
1,775,000 Distribution Financial Services Trust . 3,110,000 J.P. Morgan Commercial Mortgage Finance
5.670% 01N7N7 oo 1,778,007 Corp. 6.507%,10/15/35 ... ........ 3,207,265
: - . 7931074 1,582,420 Lehman Brothers-UBS Commércial Mortgage o
L S — . Trust {144A] 6.155%, 07/14/16 ... . .. 1,570,077
Auto Paris—0.8% 3,175,000 Morgan Etunley Dean Witter ‘Copifol, fne.
1,550,000 Dana Corp. (1444] 9.000% 08/15/11 ... 1,441,161 525 000 NergD: Fofngrfg/ girp -------------- 3,278,614
1,50'(),000 Lear Corp. 7.960%, 05_/15/05 M | 6.795% 07/20/08 . " 0. 1,365,545
2,962,347 2,282,474 PNC Mortgage Acceptance Corp. _ )
. 7.050%, 10/12/33 ... .. ... ... 2,414,261
Automobiles—0.5% ; 2,625,000 Reliant Energy Transifion Bond Co., L. C
- 225,000 Autonation, Inc. [144A} 9.000%, 08/01/08 .. 228,938 o 4.760%, 09/15/09 ... .. L 2,570,056
500,000 DaimlerChrysler North America Holding Corp. - - 2,400,000 Salomon Brothers Commercial Mortgage Trust -
: 8.500%, 01/18/31 ... .coo..oo,. 535,440 - 6.226%,12/18/35 ... ... SRR 2,445,202
1,025,000 Ford Motor Co. 7.450%, 07/16/3) .+ a. ... .. 940,448 ‘ 1,600,000 Salomon Brothers Morigage Securities VI,
- N = 1,704,846 Inc. 6.134%,02/18/34 .. ........... 1,618,400
T - ' 31,538,397
Broadcasting=0.5% —_—
925,000 NeWS America Ho|dings, |nc".‘ . ‘ ’ Communication SQrvmes—l '|°/° .
’ 8.625%, 02/01/03 ... .. 968,956 1,470,000 AOL Time Warner, Inc. . : :
. 825,000 News America Holdings, Inc. e . 6.750%, 04/15/11 . 1,508,964
7.125%, 04/08/26 ... ... e - 752,585 2,000,000 CSC Holdings, Inc.7.625%, 04/01/11 ... 2,004,420
‘ 1,721,521 575,000 Crown Castle International Corp. .
C o . R 10.750%, 08/01/11 .. ........ N S 562,062
Business Services—0.3% a ' - 4,075,444
1,125,000 Electronic Ddta-Systems Corp. - - : - . e T
. ' 7. ]25%, 10/15/09 ..... S R v ],]86, 194 R c°mmunicqﬁ°ns_l.2%
N - ' 825,000 Charter Communications Holdings, [.L.C.": ot
: ~ Chemtcals—o ™ C _ : O 10.750%, 10/01/09 .. 870,375
825,000 Alrgas Inc. 9. ‘25%, ]0/0]/] 1., PP 874,500 ]’6751000 Clear Chunnel COmmbniCGﬁOn,S . . ' )
1,775,000 Lyondell Chemical Co. 9:625%; 05/01/07 1,792,750 : 7.250%, 09/15/03 ... 1. o .. 1,740,761
s ) o ' 2,667,250 1,700,000 Comcast Cable Communications '
. ‘ o — ‘ 6.750%,01/30/11 ... 1,710,261
. Coal-0.1% ° o C - ' 4,321,397
350,000 Luscar Codl, Ltd. {144A) ' i S : ) E—
: 9.750%, 10/15/11 ..., .. Cila, 371,185

See accompanying nofes to financial statéments.
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New England Zenith Fund

State Street Research Bond Income Series

Investments as of December 31, 2001

Bonds & Notes—(Continued) |

Face
Amovunt

$ 1,675,000

1,225,000

1,400,000

605,000

1,700,000

650,000

1,730,000
920,000

475,000

440,000
1,460,000

775,000

18,150,000
3,000,000
12,625,000
2,925,000
10,000,000
2,010,979
6,024,087
5,062,852

2,549,677

Value
(Note 1A)
Computers & Business Equipment—-0.5%
International Business Machines Corp. _

4.875%,10/01/06 . .... ... T $ 1,669,858
Conglomerates—0.4%

Tyco International Group S.A.

6.375%,02/15/06 ... ............ 1,248,875
Containers & Glass—0.4%

Packaging Corp. 9.625%, 04/01/09 .... 1,533,000
Domestic Oil—0.2%
Pioneer Natural Resources Co. v

9.625%,04/01/10 ............... 663,570

Drugs & Health Care—0.5%
HeolthSouth Corp. {144A)

8.375%, 10/01/11 ............... 1,751,000
Electric Utilities—1.6%

AEP Resources, Inc. [144A)

6.500%, 12/01/03 .. ............. 669,797
AES Corp. 8.875%, 02/15/11° ... .. .. 1,531,050
AES Eastern Energy, L.P.

9.670%,01/02/29 .. ............. 942,255
Calpine Corp. 8.500%, 02/15/11 ... ... 432,235
Exelon Corp. 6.750%, 05/01/11 ... .. 446,711
Progress Energy, Inc. 7.100%, 03/01/11 .. 1,519,928

5,541,976
Electrical Equipment—0.2%
Ametek, Inc. 7.200%, 07/15/08 ... .. .. 753,270
Federal Agencies—38.1%
Federal National Morigage Association

6.000%, TBA ... ... ... ... 17,747,251
Federal National Morigage: Association

6.000%, TBA .................... 3,007,500
Federal National Morigage Association

6.500%, TBA .................... 12,625,000
Federal National Mortgage Association

7.000% TBA .................... 2,979,844
Federal National Mortgage Association . :

7.000% TBA ... .. ...l 10,343,800
Federal National Mortgage Association

6.500%,07/01/14 . .. .. NN 2,063,526
Federal National Morigage Association

6.000%, 07/01/16 ............. .. 6,039,147
Federal National Mortgage Association

6.500%, 09/01/16 . ............ .. 5,160,919
Federal National Mortgage Association

6.500%, 11/01/27 ............... 2,558,473

Face
Amount

$5.775,000
12,995,378
6,126,302
3,275',000
3,175,000
5,550,000
51,641
39,960
25,681
52,996
76,370
7,568
4,885
24,764
57,841
16,457
41,494

- 35,948
98,614
2,069,827
1,420,065
2:340,778
3,069,502
| 855,448
2,912,400

1,392,008

Federal Agencies—(Continued)
Federal National Mortgage Association
7.250%, 05/15/30
Federal National Morigage Association
6.500%, 06/01/31
Federal National Morigage Association
6.500%, 08/01/31
Federal National Morigoge Associotion
6.500%, 09/01/31
Federal National Mortgage Association
7.000%, 10/01/31 ...............
Federal National Mortgage Association
7.000%, 12/01/31
Government National Mortgage Association
9.000%, 10/15/16
Government National Mortgage Association
8.500%, 01/15/17
Government National Mortgage Association
8.500%, 02/15/17
Government National Mortgage Association
8.500%, 03/15/17 ...............
Government National Mortgage Association
8.500%, 05/15/17
Government National Mortgage Association
8.500%, 07/15/17
Government National Morigage Association
8.500%, 11/15/17
Government National Morigage Association
8.500%, 06/15/20
Government National Mortgage Association
8.500%, 03/15/21
Government National Mortgage Association
8.500%, 10/15/21
Government National Morigage Assaciation
8.500%, 11/15/21 ...............
Government Notional Mortgage Association
8.500%, 05/15/22
Government National Mortgage Association
8.500%, 10/15/22 ...............
Government National Morigage Association
7.000%, 02/15/24
Government National Mortgage Association
6.500%, 11/15/28
Government National Mortgage Association
6.000%, 01/15/29 ........... ...
Government National Mortgage Association
6.500%,05/15/29 .. ... .. ... ..
Government National Mortgage Association
8.000%, 11/15/29 ... ...........
Government National Mortgage Association
7.000%, 04/15/3% ...
Government National Mortgage Association
6.500%, 07/15/31

See accompanying nofes fo financial statements.

NEZF-26

Value
(Note 1A)

$ 6,505,884
13,011,882
6,126,302
3,275,000
3,234,531
5,654,062
56,388
43,234
27,785
57,337
82,626
8,188
5,285
26,676
62,218
17,703
44,634
38,578
105,829
2,131,901
1,428,301
2,303,466
3,087,305
928,038
2,980,638

1,396,782




New England Zenith Fund

State Street Research Bond Income Series

Investments as of December 31, 2001

mm Notes—(Continued) | |

Face
Amount

$7,537,269

12,860,129

775,000
1,500,000
760,000
2,285,000
1,750,000
1,625,000
800,000
2,325,000

1,575,000
. 2,675,000

1,850,000
1,350,000
575,000
1,575,000
1,775,000
1,125,000
1,725,000
1,625,000
1,600,000

1,775,000
500,000

1,600,000
1,550,000

Valve
(Note TA)

Federal Agencies—(Confinved) - - ..

Government National Morigage

Association 7.500%, 07/15/31 .. . ..

Government National Morigage- :
Association 7.000%, 10/15/31 . ...

Finence & Banking—10.1%
Bank America Corp.

7.400%, 01/15/11 ... .. o

Bombardier Capital, Inc. {1444)
7.300%,12/15/02 .. ........ ...
Citigroup, Inc. 6.750%, 12/01/05 . ...
Citigroup, Inc. 6.500%, 01/18/11 ., ..
Conoca Funding Co.
5.450%, 10/15/06 .............
Countrywide Funding Corp.

7.260%, 05/10/04 .. ... .. .. |

Credit Suisse USA, Inc.

5.875%,08/01/06............ B
Defroit Edison Securitization Funding, .

LLC. 5.510%,03/01/07 .. . ....
EOP Operating, L.P.6.500%, 06/]5/04 .
Ford Motor Credit Co. :

6.875%,02/01/06 .. ... ... ...
General Electric Capital Corp.

6.800%, 11/01/05 ... .. M
General Motors Acceptarice Corp.:

8.000%, 11/01/31.. .. .. e
J.P. Morgon Chase & Co.

6.750%, 02/01 /11 ...
John Hancack Global Funding {1 AAA)

7.900%, 07/02/10 .. . .. R

MBNA Credit Card Master Note Trust

3.340%, 06/15/09 (b) ....... ...
MBNA Master Credit Card Trust Il

7.000%, 02/15/12 .......... ...
Morgan Stanley Group, Inc. . .

6.100%, 04/15/06 . ............
Qwest Capital Funding, tac.

7.750%, 08/15/06 . . . .. RN
Simon Debartolo Group, L.P.

6.875%, 11/15/06 .......... ...
Sprint Capital Corp. 6.000%, 01/15/07 ..
State Street Institutional Capital Corp.

{144A) 7.940%, 12/30/26-- . .. . ..

Suntrust Banks, Inc. 6.375%, 04/01/11 ..
Verizon Global Funding Corp.
7.750%,12/01/30 . . ....... ...

$ 7796343

13,133,407

136,095,783

830,069
1,557,870

- 808,720
2,354,749
71,754,690
1731015
813,814

2,412,158
1,636,713

2,674,064
1,983,526
1,365,781
588,‘61 4
1,739,839
1,775,000
11,210,479
1,777,940
1,660,457

1,641,696
1,764,900

519,351
1,624,627

1,719,167

35,946,139

. T . .

Face
Amount

$1,325,000
1,475,000
2,875,000

1,675,000

3,100,000

1,525,000

1,725,000
1,700,000
350,000

1,700,000

1,725,000
2,825,000
7,125,000

4,600,000

"1'725,000

875,000
900,000
1,725,000

1,650,000
900,000
1,000,000

Financiai Services—3.4%

ERAC USA Finance Co. (144A) - | -
6.625%,02/15/05 .. ... ... ... ..

Goldman Sachs Group, Inc.-+
7.625%, 08/17/05 ... ... i

Household Finance Corp.. . :
6.375%, 1015/ ... .. e

Nationslink Funding Corp.
6.476%,08/20/30 ... ... ... ...

PSE&G Transition Funding, L.L.C.

6.450% 03/15/13 ... ... SO

Reed Elsevier Capital, Inc.

6.125%,08/01/06 . ............... »

Food & Beverages—1.6%

Conagra, Inc. 7.500%, 09/15/05 ... .. ..

Kellogg Co: 6.000%, 04/01/06 .. ......

Smithfield Foods, Inc. {144A)
8.000%,10/15/09 ... ............

Tyson Foods, Inc. {144A) -
6.625%,10/01/04 ... ... ... e

Foreign Government—3,2%
Bundes Republic of Deutschland

5.250%, 01/04/11, (EUR) .. .. ... L
Government of Canada . - - .

6.000%, 06/01/11,(CAB) .. .+. .. ...
Government of New Zealand

8.000%, 11/15/06, (NZD} ..........
Republic of Greece

8.800%, 06/19/07, (EUR) .. .........

Investment Brokerage—0.5%

Merrill Lynch & Co., Inc. 5.350%, 06/15/04 ..

Leisure—1.0%
Aztar Corp. (144A) 9.000%, 08/15/11 ...

MGM Grand, Inc. .750%, 06/01/07 ... .

The Walt Disney Co. 3.900%, 09/15/03 ..

Paper & Forest—1.0% -
international Paper Co. 8.000%, 07/08/03 ..

Potiatch Corp. [144A) 10.000%, 07/15/11 . .

Tembec Industries, Inc. 8.500%, 02/01/11

See accompanying notes to financial statements.

NEZF-27

Value
(Note 14)

$ 1310106
1,596,156
2,784,265
1,733,767
3209711

1,552,123

12,186,128

- 1,833,537
1,746,920

360,500

1,738,182
5,679,139

1,570,979
1 857,549
3.167,835

4,891,108
11,487,471

1,773,110

901,250
942,750
1,723,254

3,567,254

1,739,039
936,000
1,035,000

3,710,039




New England Zenith Fund

State Street Research Bond Income Series

Investments as of December 31, 2001

Bonds & Notes—(Continued)

Face
Amount

$1,500,000
100,000

125,000

2,220,000

1,625,000
270,000

1,425,000
2,375,000

1,700,000
1,025,000

835,000
1,500,000
1,650,000
1,650,000
1,525,000

825,000

750,000
1,350,000

6,900,000
1,715,000
1,325,000

2,385,000

Pollution Control—0.5%
Allied Waste North America, Inc.

7.625%,01/01/06...............

Allied Waste North America, Inc.

8.875%,04/01/08 ........ ... .

Allied Waste North America, Inc.

7.875%, 01/0]/09 ...............

Railroads & Equipment—~0.6%
CSX Corp. 6.750%, 03/15/11

Retail—1.8%
Norfolk Southern Corp.

7.350%,05/15/07 . ..............
The Kroger Co. 7.800%, 08/15/07 ... ..
The Kroger Co. 8.000%, 09/15/29 ... ..
WolMart Stores, inc. 7.550%, 02/15/30 ..

Steel—-0.5%

Alaska Steel Corp, 7.875%, 02/15/09 .. ..

Telephone=3.2%

AT&T Corp. 6.500%, 03/15/29 ....% ...

AT&T Wireless Services, Inc.

8.750%,03/01/1931 .............

British Telecommunications, Plc.

8.125%,12/15/10 (b} .. ...\ ...

France Telecom S.A(144A)

7.200%, 03/01/06(b) ............

Telecomunicacione de Puerto Rico; Inc.

6.650%, 05/15/06 ... ... i o
Telus Corp. 8.000%, 06/01/11 ... ...
Worldcom, Inc. 7.550%, 04/01/04 . .. ..
Worldcom, Inc. 6.500%, 05/15/04 . .. ..
Worldcom, Inc. 7.500%, 05/15/11 ... ..

U.S. Treasury—5.2%
United States Treasury Bonds

10.625%, 08/15/15 . .............

United States Treasury Bonds

8.125%, 08/15/21 . ..............

United States Treasury Bonds

6.125%, 08/15/29 . ... ... ...... '

United States Treasury Bonds

6.250%, 05/15/30 ...............

Value
(Note 1A)

$ 1,481,250
102,750

121,562

© 1,705,562

2,259,159

1,746,014

295,665
1,580,633
2,725,992

6,348,304

1,666,000

895,368
949,554
1,663,547
1,732,912
1,669,503
1618287
867,209

770,621
1,388,711

11,555,712

10,235,736
2,190,381
1,402,433

2584278

Face
Amount

$ 625,000

1,425,000

890,000

1,800,000
1,550,000
2,585,961
725,000
2,103,750
950,000
850,000
1,075,000
1,468,514

1,225,000
1,925,000

1,757,250

1,575,000
1,575,000

475,000
1,550,000

275,000

U.S. Treasury—(Continued)
United States Treasury Notes
7.000%,07/15/06 . ..............
United States Treasury Notes
5.000%, 02/15/11 ... .. P

Utilities—0.2%
Americon Electric Power, Inc.

6.125%,05/15/06 .. .............

Yankee~6.4%
British Sky Broadcasting Group, Ple.

8.200%, 07/15/09 .- .............
Deutsche Telekom International Finance B.V.

7.750%,06/15/05 . ..............
Federal Republic of Brazil

8.000%, 04/35/%4 ...............
Flextronics International, Lid.

9.875%,07/00/10 . ......... .. ...
National Republic of Bulgaria

4.563%, 07/28/11 (b} ...\ ...
Norske Skog Canada, Ltd. (144A)

8.625%, 06/15/11 ........... ...
Province of Quebec 5.500%, 04/11/06 ..
Province of Quebec 7.500%, 09/1 5/29 .
Republic of Panama

4.750%;, 07/17/14 (b}
Republic of Perv 4.500%, 03/07/17 {5} ..
Republic of Philippines

9.875%,03/16/10 . ..............
Republic of Poland

6.000%, 10/27/141b) -\ o\ ...
Russian Federation 8.250%, 03/31/10 . ..
Tyco International Group S.A.

6.250%, 06/15/03 (6) ... ... ...,
United Mexican States

9.750%, 04/06/05 .. ... IR
United Mexican States o

9.875%, 02/01/10 . .....
United Mexican States

11.500%, 05/15/26 ..............

Total Bonds & Notes
{Identified Cost $347,655,7 83) .......

See accompanying notes fo financial stafements.

NEZF-28

Value
(Note 1A)

691,013

1,419,656
18,523,497

881,859

1,855,597
1,678,397
1,960,417
761,250
1,840,781
983,250
865,776
1,201,785

1,301,193
940,188

1,980,825

1,744,071
1,379,149

1,638,378
533,187
1,736,000

349,938

22,750,182

351,019,088




New England Zenith Fund

State Street Research Bond income Series
Investments as of December 31, 2001

Short Term Investments—13.7%
Face o © Valve
Amount " , . (Note 1A)

. Commercial Paper—13.7%
$6,915,000 American Express Credit Corp,

1.840%; 01/03/02 ............. .o 8 6,914,293
3,944,000 Caterpillar Financial Services N.V.
. 1.870%,01/14/02 ............... 3,941,337
1,693,000 General Electric Capital Corp. .~ ; ,
. 1.2.040%,01/14/02.... .. .. D Lo 1,691,753 T
"8,167,000" Generol Electric Copital Corp. S
- 2.050%,01/15/02 . ........ ..., o 8,160,489
2,527,000 Goldman Sachs Group, L.P. ' e
©1.750%,01/02/02 .. ........ ... - 2,526,877
8,556,000 Goldman Sachs Group, L.P. :
) 1.750%, 01/14/02 . ...... ... ..., 8,550,593
4,315,000 Household Finance Corp. '
1.860%, 01/11/02 . .............. 4,312,771
9,361,000 J.P. Morgan Chase & Co.
1.730%,02/13/02 .. ........... .. 9,341,656
3,295,000 Verizon Network Fund
1.750%, 01/07/02 . .............. 3,294,039
Total Short Term Investments . _
{identified Cost $48,733,808) ... . .. .. 48,733,808
Total Investments—111.9% ‘
(idenfified Cost $396,389,591) (o) .... 399,752,896
Other assets less liabilifies .. ........... [42,404,543)
Total Met Assets~100% . ........ .. $357,348,353

See accompanying nofes to financial statements.

NEZF-29




New England Zenith Fund

State Street Research Bond Income Series

Forward Contracts Outstanding at December 31, 2001 |

Local Ag%regute Unrealized
Delivery Currency ace Total ADp preciation/
Forward Currency Contract ' Date Amount Value Valve (Depre